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True Character of German Competition 


BY TERENCE PRITTIE 


WorRLpD trade recession would con- 
front Britain with her most persistent 
rivals in the export markets 
all, perhaps, with and 
japan. The comfortable slogan of 
‘room for everyone’ would no longer 
apply should the world’s purchasing 
power decline and capital and credit 
became dangerously scarce. 

The busily 


themselves bleakest ot 


Germany 


arming 


all 
their first and mos 


Gsermans are 


for this 


possibilities, an t 
effective weapon is a | 
unshakable optimism. ‘Vhe Federal 
German Miuinister of Economics, 
Professor Ludwig Erhard, has often 
been depicted as the most obvious 
and challenging symbol of this 
optimism. He is live, lusty and-—dare 
one say ?—Elizabethan. In his quests 
for liberalisation of trade, for the 
sweeping away ol 
and for the free 


muge a; 


customs barriers 


convertibility of 


currencies, Erhard has all the robust 
adventurousness of the Drakes and 
Hawkinses who sailed into un- 


charted seas. 
On January 1, he 
Year > to 


wrote his New 


message the German 


people in the columns of Die Welt. 
Western Germany will continue 
to expand economically, he said. 


“This was our aim in 1953 and we 
raised production by 8.5 per cent 


We wanted to Improve our standard 
of living and raised that b 6 per cent 

14 Bc a 
too. We waned to creat ew Jobs 
and have achieved a record h 
16.000.000 people in empl vinent. 


We wanted to build houses and 


From Thi 


most of 


d Programme Broadcast, B. 


have built nearly 500,000 in a year. 
We wanted to increase our export 
trade and have done so. In 1953 our 


) 
exports totalled 18,000 million marks 
and exceeded imports by 
million.’ With a poetic disregard for 
the mundane fact 
dollars from American aid pro- 
orammes, Professor Erhard declared: 
‘Nobody made a present of anything 


2 OOO 


Ol billions of 


at all to the German people in the 
years behind us, and we climbed out 
of chaos and despair by our own 
honest efforts’. Hard work was the 


explanation of past successes, hard 
work and brimming self-confidence 
the clue to i 


? 
the rosv fut 


I Rit. 

Professor Erhard belt what he 
says and has a habit of being right. 
Western German economic expan- 
sion, the wiseacres say. 1 lowing 
down. Of course it 1s, tor the 
achievements of the last five years 
tend to be measured against the 
hunger, hopelessne and bank- 


ruptcy of the reform 
era. Thus the Bank of the German 
Lander end-of-year al- 
most morbidly concerned with the 
fact that exports ins by ‘only’ 
16 per cent last year, as against 74 
per cent in 1952. It was bound to 
admit, however, that Germany’s 
surplus of exports over imports had 
eee : 


pre-« urrency 
report Was 


reased 


multiphed nearl limes to a 

figure of over 2 m lark 
German shipbuilde lambureg 
y | 1 ’ 1 1 

told tt IOKS Were 

unneal et t ) tcding 

eens ‘ 

index is 519 per c¢ 448 and 
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there is enough work on hand and 
on order to keep this industry work- 


ing to capacity until the spring of 


1950. 

German statisticians complain 
that British fears of German com- 
petition are not justified by their 
figures. Perhaps not, but the Federal 
Republic is today exporting roughly 
twice as many capital goods to the 
countries of western Europe as 
Britain is. In 1952, the figures were 
£228 million’s worth against £125 
million. In 1952, moreover, German 
exports of machinery to the United 
States forged ahead of British 
roughly £13 million against {£10 
million’s worth. he pattern of trade 
in 1953 will be shown to have been 
the same. 


Shipbuilding Drive 


The great North Sea ports of 
Germany were roughly 70 per cent 
destroyed by bombing during the 
war. Later some of their most modern 
shipyards were dismantled by Allied 
order, and German firms were for- 
bidden to build ships of more than 
1,500 tons until mid-1949. The last 
restricions on shipbuilding were 
only removed little over two years 


ago and one great shipyard—that of 


Blohm und Voss—will probably only 
be given permission to build ships 
again during the course of the next 
few weeks. In January, 1950, the 
German merchant fleet totalled 
290,000 tons: in 1951 the figure was 
730,000 tons and today around 
2,050,000 tons. [The Korean war 
certainly helped produce a shipping 
boom, but orders today total over 
2,300,000 tons and the German 
carrying trade on the seas continues 


to expand. This year the port of 


Bremen has been unloading 140 per 
cent ol pre-war Cargoes. 
The shipbuilders of the Clyde and 


Mersey may shrug their shoulders 
at what still appears a remote and 
insignificant German challenge to 
British supremacy. There are at least 
three reasons why they should not 
do SO. 

The first is the tremendous im- 
petus of the German shipbuilding 
drive which has been helped by tax 
remission under the special *7.d.’ 
clause. ‘This clause has allowed at 
least 200 million marks of shipping 
profits to be ploughed back into the 
industry. At present the German 
target is to increase the size of the 
merchant fleet to 3,500,000 tons by 
the end of 1955. A world trade reces- 
sion would slow down the rate of 
expansion, but it would hardly put 
it into reverse. 

In the second place, German 
shipbuilders have earned a_ high 
reputation for repair facilities. Satur- 
day and Sunday are the two busiest 
days of the week in the Hamburg 
and Bremen harbours, for foreign 
shipowners know that repairs will 
be carried out there and cargoes 
unloaded irrespective of whole or 
half holidays. ‘There may be up to 
120 ships in Hamburg harbour on a 
Sunday, and an average of only 80 
during the week. Not for nothing has 
it earned its title of ‘the Speedy 
Port’. 

Finally, the labour situation is 
remarkably sound. The German 
dockers take their orders from a 
single trade union and German 
trade union policies are based on 
increasing production and raising the 
standard of living. In Hamburg 
there has been one serious strike in 
the shipyards during the last five 
years. It resulted in about one sixth 
of the labour-force striking for under 
a week. As in every sector of the 
German economy, workers do not 
talk about ‘fair shares for all’, but 
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raise their productive effort in order 
to earn more. 


Markets Invaded 


The German threat to the British 
shipbuilding industry may be some- 
thing of a comparatively remote 
nature—unless a slump gives a 
greater point to German virility and 
perseverance. It is otherwise with 
the German invasion of the markets 


of the under-developed countries of 


the world. There is, for instance, the 
case of the firm of Friedrich Krupp. 
Krupps were bombed, demolished, 


and dismantled. Component parts of 


the firm were split away from each 
other under Allied decartelisation 
measures. Yet by last spring its 
revival was in full swing. Krupp’s 
representatives became some of the 
best-known passengers on the world’s 
airways. They flew to India and 
arranged to construct a steel mill 


there with a plant capacity of 


1,000,000 tons a year, and a cement 
works in the middle of Southern 
India’s limestone reserves. ‘They 
agreed to build a ‘pilot’ steel plant 
in Pakistan, a dam and power-station 
in Egypt, a nickel processing plant 
in Greece, a bridge over the Bos- 
phorus for Turkey. 

Severed from their former coal- 
mines and debarred from producing 
steel by Allied decree, Krupps are 
blazing a trail which is being fol- 
lowed by many other German firms 
who are not afraid of British com- 
petition in traditionally British ex- 
port markets. [There is no sinister 
secret involved in this. For the Indian 
steel mill Krupps are putting up a 
maximum of £7 million out of a 
total long-term credit of £54 million. 
Even this sum must have been difhi- 
cult to find. When the Export Credit 
Company recently apparently ex- 
tended its terms of credit to eight 


years in order to finance the Krupps 
deal in Greece, German banks pro- 
tested on the grounds that the com- 
pany could grant only five-year 
credits. 

‘The truth is that Krupps and other 
German firms are entering Empire 
markets by the orthodox front-door 
of straightforward trade negotiation. 
In spite of whisperings about hidden 
subsidies, no evidence has yet been 
produced that present-day German 
traders are reverting to the dubious 
methods of the  nineteen-thirties, 
when political pressure, the sale of 
second-hand armaments, and the 
downright dishonest clearing-house 
agreements of the Nazis facilitated 
the so-called ‘bloodless invasion’ of 
the economies of south-east Lurope. 

Germans, indeed, stoutly maintain 
the fairness of their present-day 
trading methods. ‘We want free 
competition’, Herr von Scherpen- 
berg, head of the sterling area trade 
section of the Foreign Office, told 
me. 


Eastern and E. European Trade 


Von Scherpenberg admitted that 
only the reopening of eastern and 
east European markets would ease 
Anglo-German competition. He be- 
lieved that this could be the third 
stage in the Soviet’s ‘new policy’ of 
raising the standard of living in the 
eastern bloc. But first would come a 
reorientation of production within 
the bloc, and the speeded-up inte- 
gration of its component countries. 
He admitted, too, that Germany is 
making a big and successful effort to 
recapture her Chinese trade. The 
volume of German trade with China 
and Hongkong was roughl 


hiy three 
1953 than in tne 
previous year, and was up to about 


. —— 
times higner 1 


6o per cent Ol pre-war, 
All of this trade came within the 








terms of the American ‘Battle Act’ 
which forbids the export of ‘strategic 
goods’ to the Iron Curtain countries. 
It provides an interesting pointer to 
the developing German trade-drive 
in the Far East. Men like von 
Scherpenberg and Erhard, however, 
believe that the western world is big 
enough for Britain and Germany. In 
a private interview last week Pro- 
fessor Erhard told me that economic 
competition between the two coun- 
tries was one of the healthiest factors 
in the western world. ‘Germany’, he 
said, “knows it is to her interest 
that the British economy should 
flourish. For Britain and the Com- 
monwealth provide between them 
the best market of all for German 
OC yds.” 

Professor Erhard believed, too, 
not only that competition was being 
fairly conducted on both sides, but 
that it was to the advantage of both 
Britain and Germany to do away 
with the remnants of export bonuses 
and incentive schemes and to make 
the pound and mark currencies freely 
convertible. He told me that the 
freeing of the mark would be the 
crowning achievement of his efforts 
to make German trading successful, 
free, and fair. 


Formidable Challenge 


Fair the German export campaign 
may be, but its threat to Britain must 
not be under-estimated for a moment. 
There are at least five reasons why 
the Germans are making such spec- 
tacular headway and each of these 
is to some extent untypical of Britain. 
The first is the German desire to 


‘oet back’, to overcome the ruins, 
refugee problem, the loss of the 
eastern provinces and the division 
of their countrv. The second is the 
canalisation of Germanic energies 


into the purely economic field. 
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foday those broad Pan-German 
horizons bewitch few of the toughest 
and thriftiest citizens of Europe. 
lhe third is the readiness to take 
chances. During the last year Ger- 
man banks have roughly doubled 
their volume of long-term lending 
and are taking risks which would 
scandalise any big British bank. In 
the same way, German business men 
are readily ploughing back profits 
into their own undertakings and 
backing themselves up to the hilt. 

Then there is the German deter- 
mination to work, which is backed 
by the trade unions as well as the 
Government. Half-hearted talk 
about a forty-hour week has come to 
nothing and the unions will not 
press for this until a further ration- 
alisation of the German industrial 
machine has taken place. Unemploy- 
ment is mainly ‘structural’? and will 
be reduced as the Ministry of 
Retugees’ resettlement plans mature. 
Unemployment, for that matter, is 
160,000 below last year’s figure and 
the labour force continues to grow 
by around 500,000 a year. 

Finally, there is the instinctive 
mutual understanding between 
Government and people. Erhard’s 
free-trading methods have helped to 
bring prosperity and are generally 
popular. Germans were tired of Nazi 
and war-time controls, and the 
German is honestly ready to work 
more in order to earn more and to 
buy more. 

The German trade challenge is growing. 
It is backed by rising production, reduced 
mport prices, a lowered cost of living, and 
a contented labour force. The challenge 
must be squarely met if the British 
economy 1s not to run the risk of serious 
setback, and tt can be met only if German 
encroy, hard work, and imagination are 
recognised and duplicated and perhaps 
improved on. 
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Germany’s Way with Housing 





Se ond mortgages 


interest jréé, 


fy 


ora 


at one per cent or 
the main method of subsidy: 
ne of houses also makes for economies 





GERMAN and_ British policies in 
regard to housin thsidies differ in 
several respec ts, 

German subsidies are not paid in 
the form of fixing a rent for each 
dwelling lower than the economic 
rent. Instead, second morteages are 
cranted at a maximum rate of interest 
of 1 per cent (often interest free 
with a redemption rate of 0.5 per 
cent as long as first mortgages are 
running. By the end of that period 
the fraction of the rental then freed 
is added to the redemption rate so 
that the State loan is fully redeemed 
in 6 1-05 years. 


Cheap Second Mortgages 


This system of second mortgages 
at nominal rates of interest has been 
the main form of German housing 
subsidies for the last four vears. In 
per cent of the cost 


1953, about 25 
of the housing programme has come 
from builders’ funds, 30 per cent 
were first mortgages granted by 
banks and other financial institutions, 
and 45 per cent second mortgage 
loans granted from federal, provin- 
cial or municipal funds. About 
£200m. were advanced from public 
funds in 1953. 

his is considerably less than the 
value of housing loans to local 
authorities in the current. British 
Budget, despite the fact that the 


} 


number of houses constructed 
$70,000) was much higher than in 
Britain (310,000 

Floor space per house, however, 
is much less than in Britain and the 


rent paid per square foot is higher. 
Under the German ‘Social Housing 
Scheme’, which accounts for about 
70 per cent of all new construction, 
the maximum floor space permitted 
for anv house built under the scheme 
in Germany is goo square feet, and 
the minimum admissible is 450 

+ fant The sent navable week 
square Ice. ne rent pa abdie WOrkKS 
out at 2s. per square foot per vear, 

i 


or {80 a year for a floor space of 


800 square feet. 

Of all dwelling units built in 
Germany in 1952, 75 per cent were 
of the three to four-room type and 
16 per cent of the one to two-room 
type. Only 9 per cent had five rooms 
or more. Moreover, the tendency is 
towards flats rather than self-con- 
tained houses. 

Building costs of an average 
dwelling unit of about 600 square 


feet under the social hous! 1eme 


f 


amount t iS < Inst 
a reported £1,800 for the normal 
council house in Britain, which is, 
of course, considerably larger. 


Comparison with U.K. 


Apart from methods of financing 
i 
] NW; 


and average sizes of dwelling units, 


there are other substantial differences 
between German and British housing 
policies. 

In the first place building in 
Germany is done mostly by private 
enterprise, either individually or by 
housing associations. Houses built by 
local authorities account for only 
about 5 per cent of the total. 
Secondly, the expedient of granting 


> OKA 


From Financial Times (Bonn Correspondent . London. January ae} 94 
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tax reliefs is used fully. Under cer- 
tain conditions tax relief of up to 50 
per cent of total building costs is 
granted spread over a period of 12 
vears. 

If loans are given free of interest, 
for example, by employers, they can 
be deducted from taxable income to 
a limit of 10,000 marks per house. 
This is the basis on which industrial- 
ists wishing to house their employees 
usually proceed. Thirdly, tax pay- 
able on property is often limited to 
the tax payable prior to the building 
of the house (that is, without any 
increase in the assessed value). 
Three Categories 

To determine who is eligible for a 
second mortgage or for tax relief, all 
housing in Germany has_ been 
grouped into three categories and 
each builder is entitled to choose his 
own group. 

The first group is social housing, 
which is apportioned by authorities 
to tenants with an income of up to 
£900 a year, and where rents are 
controlled. The second group is tax 
assisted housing (floor space from 
goo to 1,300 square feet, rent up to 
1.50 marks per square metre), which 
is rent controlled, but where the 
owner can choose his own tenants. 
And finally, there is the ‘free build- 
ing’ group which enjoys no assistance 
of any kind from the State and is 
entirely free. 


German housing policy, however, 
has one great drawback, compared 
with Britain. The 5 per cent mort- 
gage debentures through which 
second mortgage loans are financed 
were exempted from income-tax in 
1950. This, no doubt, has channelled 
vast sums into housing, but it has 
also blocked all avenues to the 
capital market for industrial issues. 
To distribute a 5 per cent tax-free 
dividend, corporations would have to 
earn upwards of 40 per cent on their 
capital per year. Industrial deben- 
tures are handicapped to a lesser 
degree. 


Normal Interest Rates 


German banks have long since 
regarded the 5 per cent tax-free mort- 
gage debenture as one of the main 
obstacles on the road towards a free 
capital market. It is to cease by the 
end of this year. Simultaneously, 
pre-war rents are to be replaced by 
‘freely negotiated rents, not exceed- 
ing, however, real costs, including a 
fair revenue on capital invested and 
subject to scrutiny by arbitration 
tribunals’. The outstanding sum of 
public loans is to be reduced annually 
by 1o per cent, the amounts paid by 
the Exchequer to be moved from the 
ordinary to the extraordinary Bud- 
eet. and the interest on second mort- 
gages will have to be paid at normal 
rates instead of at nominal rates. 


ADDRESS BY PROFESSOR P. SARGANT FLORENCE 


Prorerssor P. Sargant Florence, c.1.r., of the University of Birmingham, will address a meeting 
of the Economic Research Council at 8 o’clock on Wednesday evening, April 7, 1954. His 
subject is ‘Social and Psychological Factors in British and American Industry: Similarities 
and Contrasts’. ‘Phe address will be followed by questions and discussion. ‘he meeting is in 
the Angus Room, 55 Park Lane, London, W.1. Non-members will be welcome if they will 


notify their intention to be present to the Secretary, Economic Research Council, 18 South 


Street. London, W.1 (GROsvenor 4581 
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Real Incomes of Middle Classes 
in United Kingdom 





TABLE I—DisTRIBUTION OF INCOMES 





Number of gross incomes (in 000’s) in equivalent income groups. 
1951-52 1937-38 

Income Vo. of Income No. of Change 

group ncomes group incomes Vumber 
£500- £750 4.356 £200- £300 2,368 + 1,988 +84 
£750-£1 000 819 £300- £400 710 109 L115 
£1,000- £71,500 $20 £400- £600 492 72 15 
£1,500-£2,000 145 £600- £800 182 37 20 
£2,000- £3,000 125 £800-£1,200* 139 14 10 
Total 5.865 —~ 5.891 1.974 51 

| | 

Above £3,000 130 \bove £1,200 222 92 +] 


*Estimated 


Ir 1s not difficult to measure the 
improvement in working-class 
standards of living that has taken 
place since 1939. To assess the 
deterioration in the position of the 
middle income groups, at whose 


expense most of the redistribution of 


incomes has taken place, is less easy. 
Those with incomes of between 
{500 and £3,000 a year make up 
4 4.3: yea 
one-quarter of the working popula- 
tion and pay one-half of all personal 
taxation: and the general effect, 
first of inflation and then of taxation, 


on their numbers and their level of 


income can be gathered from figures 
supplied (two years after the event 
by the Inland Revenue. It appears 
at once from these figures that 
inflation alone, even without the 
additional impact of taxation, would 
have done much to redistribute 
income. 

To measure the effect of inflation, 
it is necessary to allow for the fall in 
the value of the £ since 1938. There 
is no official cost-of-living index for 
the middle classes. But unofficial 


estimates agree that the cost of living 


has increased more steeply for larger 
incomes, and since the index of 
retail prices—a working-class index 

now stands at 227 
an average figure of 250 for the 
middle-classes will err, if at all, on 
the conservative side. 

On this reckoning the £ is now 
worth two-fifths of its 1938 value; 
an income of £500 today will be the 
equivalent in purchasing-power of 
an income of £200 in 1938, and so 
on. If all gross income had simply 
kept up with the rise in the cost of 
living, the same number of people 
ought to be earning, say, £500-£750 
today as earned £200-£300 in 1938. 
Table I shows what has actually 
happened. 

The total number of incomes be- 
tween £500 and £3,000 has increased 
by just on 2m., or over 50 per cent, 
and most of the increase has taken 
place between £500 and £750. This 
increase has resulted from a ‘level- 
ling-up’ from below. Although the 
upward movement in working-class 
incomes has for the most part taken 
place below the lower limit of the 


1938 100}, 


From Financial Times, London, February 2, 1954 
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middle range, it is clear that a large 
number of better-paid workers have 
moved up into it-—-in many industries 
an averave wave of £10 a week o1 
more is not by any means unusual. 
At the same time, this is a net increase 
and almost certainly masks the fact 
that a number of incomes which in 
1938 were in the middle range have 
now fallen out of it. In many pro- 
fessions, after all, it is still common 
for a young man to start at only 
£ 100 a year. 

Inflation Plus Taxation 

The picture as a whole is clearer 
if one begins at the top. The table 
shows a fall in every income range 
above £,1,000 a year; altogether the 


number of incomes above {£1,000 


equivalent has fallen by 215,000, 
nearly 2t per cent. This fall more 
than accounts for the increase in the 
£750-£1.000 group, and converts it 
in turn to a net fall. The ‘increase’, 
in fac ky consists of those who have 


fallen from higher equivalent income 
brackets 


It is assumed that the professional 
and business population has_ re- 
d static: in fact, it has very 
ed, and the fall has 


been sharper than shown here. But 


maine 
probably incre 
it is clear, at least, that in every 
middle-income group a considerable 


c 


number of people have failed to 


‘ee TasiLeE II—CHanat 
| 
| 1951-52 
| Ir é { ad 
> fp) f 
f / 
500- 750 543 
0-1] 000 797 
1.000-] 500 997 
1 ,500-2.000 1.990 
2 OOO-3 000 1.576 
Whol STOUD 035 
Over { ,.000 2 400 


increase their gross salary in line 
with the rise in the cost of living. 
‘Table I has shown what inflation 
alone would have done to the level 
of middle-class incomes. ‘Table II 


hat taxation has done to 


shows \ 
them: it sets out the average net 
income after tax for each income- 
bracket. 

Phe redistributive effect of taxa- 
tion is very marked. Over the whole 
of the middle range real net income 
has fallen by 21 per cent; the fall is 
unequally distributed, rising with 


the level of gross income. But just as 
the first table showed the effect of 
inflation alone, so this table shows 
the effects of taxation alone. In 
practice, an individual taxpayer’s 
real net income—the purchasing- 

is reduced by 
both forces acting together. 


power he commands 


Lo show the effect of the two in 
combination it is necessary to look 
at the problem in another way, and 
from the point of view not of income- 
groups but of individuals. Table ITI 
shows what gross income must be 
earned in 1954 to give the same net 


purchasing-power after tax as a given 


income in 1938 

These figures are striking. A man 
who earned £6090 a year in 1938 
would have to earn over £1,800 


today to command the same pur- 
A man with £1,590 
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PasLeE III—Sarary Risers NEI 


ro Maintain REAL INCOM 


Gross salary required in 1954 to give the same purchasing power 


Gross salar} 


in 1938 Sinale 
{ 
200 6 | 
400 1,2] 
600 1.82 
800 2,641 
1.000 5.659 
1.500 $23 
2 000 14.133 
3.000 18.120 
5.000 109.320 


in 1938 would have to earn nearly 
five times as much in 1954 to main- 
tain his former standard of living, 
let alone achieve the improvement 
in it he might reasonably hope for 
after 16 years. 

Anyone fortunate enough to have 
had £10,000 a year before the war 
would need a gross salary of just on 
a quarter of a million to keep going 
at the same rate. It is known that in 
1951-52 there were only 36 people 
in the country with a net income of 
more than £6,000 a year, with a 
purchasing power, that is to say, 
greater than a gross income of just 
over £3,000 would have yielded in 
1938. 

It is plain enough that most 
middle-class salaries have not made 


after tax 


Varried 
£ f 


540 0) 
1996 1 992 
1,840 1.828 
2,663 2,¢ 
}.685 »H/4 
7,252 7,242 
14,257 14,2 
48,290 48.240 

109,540 ' 109.500 


the enormous strides necessary to 
keep up with the effects of taxation 
and inflation combined. 

Professional men, whose scales of 
charges scarcely change from one 
generation to another, have suflered 
as badly. Even those in business, 
who have been better pla ed Lilall 
others to keep up in the race, cannot 
have done so with much success 
except through use of the expense 
account. 

The case of the rentier is par- 
ticularly striking. With an invest- 
ment portfolio which yielded £1,000 
a year gross in 1938, the Ordinary 
shareholder is 50 per cent 
in real terms and the Preference 
shareholder 61 per cent worse off 
than before the war. 


orse off 





CANADA CONCERNED ABOUT UNEMPLOYMENT 


Canapa’s Labour Minister reports that 218,000 members of the unemployment insurance 


fund were receiving assistance on Decembe1 


31, 1953—54,000 more than at the end of 195 


Since the workers included in the scheme of unemployment insurance number only 60 








per cent of the total civilian labour torce, there are substantial grounds for the belief that at 
the end of January there were half a million unemployed in Canada. Statistics re 
published about vario lin of economi tivity suppl } i t the 
recession now in progr 

There has been no alleviation ofth lock ol w it sp 1 ¢ in- 
growers have continued to press, but without success, for loans on grain stored on farms. 
In the last five months of the current crop year, ending December 31, Canada’s wheat 


exports were lower by 52,000,000 bus! 


previous crop year. 


els, or about 8 per cent than in the same period of the 


News ltem, Ottawa, February 14, 1954 
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Wage Rates and Living Costs in Britain 


BY PROFEsSOR F. W. PalisH, M.c. 


DurinG the past four years, move- 
ments in retail prices have gone 
through three phases. 

During the first of these, which 
lasted until nearly the end of 1950, 
retail prices rose relatively slowly. 
This was succeeded by a period in 
which retail prices rose much more 
rapidly as the result of higher import 
prices and higher wages. ‘This period 
of very rapid rise came to an end 
early in 1952, since when the rise 
has again been much slower and 
mainly due to the removal of food 
subsidies, for which consumers were 
given compensation in the shape of 
lower direct taxes and = increased 
allowances. These changes may be 
summarised as follows: 


Rise in Retail Prices 
Food Total 


Sep. 1949—Sep. 1950 1‘%o 2 
Sep. 1950—Jan. 1952 23% 16% 
Jan. 1952—Sep. 1953 11% 6° 


Between September, 1952 and 
September, 1953, the rise was sull 
slower: prices of food rose by 5 per 
cent and the whole index of retail 
prices by about 2} per cent. During 
the last six months of that period the 
rise was checked altogether, both in 
food and in total, in spite of a rise in 
food prices from March to April as 
the result of some further reductions 
in subsidies. 

The greater rise in food prices than 
in others during the past four years 
had brought food prices back to 
about the same relationship with 
retail prices as a whole as they held 
in 1938, while with the progressive 
elimination of rationing the pattern 
of working-class consumption is prob- 


ably now nearer the pattern existing 
in the later 1930's when the working- 
class budgets on which the index is 
based were collected, than at any 
period since 1940. 


Wage-Rate Trends 


The general level of wage rates, 
over the whole of the past four years, 
has slightly more than kept pace with 
the rise in retail prices, after falling 
slightly behind it in 1950 and 1951, 
and rather more heavily in the 
middle of 1952 when the temporary 
depression checked the rise in wage 
rates, especially in the textile and 
allied industries. Earnines, which 
allow for overtime and _ piece-rate 
earnings, have more than kept pace 
with prices, and real earnings in 
April, 1953, were appreciably higher 
than in 1949. It should be noted that 
the April figure for real earnings does 
not include the effects of the rise in 
wage-rates and the slight fall in 
prices which have occurred since 
then, and the October figure for real 
earnings (which cannot be calculated 
until the money earnings are pub- 
lished in March 1954) is likely to 
be something like 104. 

The average figures for wage-rates 
and earnings naturally conceal con- 
siderable differences between dif- 
ferent occupations and _ industries. 
Since wage-rates are fixed by occupa- 
tions and earnings figures calculated 
by industries, it is not possible to 
give comparable figures for both. In 
the third quarter of 1953, out of 20 
wage rates examined, ten had risen 
more than retail prices since 1949, 
eight less, and two the same. In the 
same quarter of 1952, four had risen 


From Free ‘Trader, London, February 1954 
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more than prices, one the same and 
fifteen less. It that 
the lag in wage-rates which occurred 


therefore seems 


in 1952 has now been fully overcome. 
Real Earnings 


In real earnings the lowest figure 
reached, not in the fourth 
quarter of 1952, when activity in the 
textile trades had largely recovered, 


but in the second 


Was 


earnings 
were affected by short-time and loss 
of overtime. In April, 1952, out of 
nineteen industries, fifteen showed 
lower real earnings than in October, 
1949, and only four higher. In April, 
1953, ten were higher, four the same, 


} 
when 


and only five lower. It is probable 
that the : 

which real earnings have fallen since 
1949 Will be found to have fallen still 


number of industries in 


further in October, for the sharp 
rises In wage-rates of women in the 
shoe-making, confectionery, tailor- 


ing and shirt-making trades have 
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in the Leather, Clothing and Food, 
Drink and Tobacco industries. 

On the whole, therefore. 
seem to be fewer grounds for de- 
manding general increase in wage- 
rates, except for 
than at any time in 
While there may still be some par- 
ticular 
have lagged behind 
tinued margin 
between skilled and unskilled wages 
must give ground for concern), it 
can be said that any substantial 


presumably raised average earnings 


there 


increased output, 


recent years. 
occupations where wages 
and the 
narrowing of the 


CO? - 


wage increases affecting large num- 
workers. 
additional 
disturb the newly found stability of 
retail prices but also, in view of the 


of inflation in the rest of the 


bers of unless offset by 


output, would not only 


end 
world, would price us out of the 
export markets and engender a new 
balance of payments crisis and pos- 
= 


sibly a new devaluation of sterling. 
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Creeping Inflation: The Proof 


BY THE Rt Hon. Lorp BALFouR or BURLEIGH 


‘THERE has undoubtedly been some 
improvement in the financial climate 
(of Britain) since the return to more 
orthodox monetary techniques two 
years ago. But can we claim to have 
got rid of over-taxation or of creep- 
ing inflation ? 

It is some consolation that in spite 


of the greatly increased burden of 


defence since 1950 it has been pos- 
sible to prevent taxation absorbing 
a still larger proportion of private 


} 


income; nevertheless, the level of 


public expenditure, and the dead 
weight of taxation which that carries 


with it. remains one of the chief 


obstacles to our future stability and 
progress. 

As to inflation, it is a matter for 
regret that the new monetary policies 
introduced in November 1951 have 
notin fact meant a reduction in bank 
deposits. On the contrary, Lloyds 


Bank’s seasonally adjusted index of 


deposits has for some months been 
standing at record levels. Indeed, 
although the advances of the clearing 
banks have been reduced by a further 
£67 millions over the past twelve 
months, fresh governmental demands 
on the banking system have been 
responsible for a further rise of well 
over £200 millions in net clearing 
bank deposits. 

The major banking trends since 
the adoption of the new monetary 
policies in November 1951 are 
summarised in the table below. It 
will be seen that in the first twelve 
months, taken as a whole, bank 
advances were sharply curtailed and 
at the same time we lost nearly 
£300 millions of gold and dollar 


reserves. [hat these movements were 
not reflected in any contraction in 
bank deposits was due to very heavy 
Government borrowing from. the 
banking system. During the second 
twelve months, admittedly, the ex- 
pansion in deposits can be explained 
almost wholly by the finance of the 
welcome recovery in our gold and 
dollar reserves. Nevertheless, I should 
be happier if we had been funding 
bank deposits over the past year 
instead of « reating some {£200 mul- 
lions of additional purchasing power, 
particularly as it is the official view 
that the general situation calls for 
the maintenance of the restriction 
on bank lending. 


Wages Spiral Continues 

[t is disquieting that the recent 
Increase in output has gone so largely 
into personal consumption, that it 
has brought so little increase in 


exports to match the rising trend of 


imports. Moreover, though retail 
prices have been stable for many 
months past, the wages spiral con- 
tinues. One of the basic questions is 
whether it will prove possible to 
resist wage demands which are not 


justified by higher productivity. 


Notwithstanding the progress 
made in checking inflation during 
the past two years, the continuance 
of the wages spiral is sufficient evi- 
dence that inflation persists. We have 
to ask ourselves whether the last two 
budgets have after all been suffi- 
ciently realistic. 

Moreover, it is clear that mone- 
tary policy in the sense of higher 
rates of interest alone cannot do 


From Chairman’s Statement, Annual Meeting, Lloyds Bank, Ltd, London, February 12, 1954 
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CHANGEs IN: 


£ million 


Bank Deposits ¢ 


Vov. 1951-Nov. 1952 + l 
Nov. 1952-Nov. 1953 +219 
Total 20) 


these assets refle 


* In the main, an increa 


ensure that 
value, that 
to the right 
output 
ipital formation 


everything. If we wish to 
the pound maintains its 
manpower finds it way 

industries, that increased 
goes into exports o1 
and not into consumption, then an 
expansion in bank deposits is not the 
best way to promote those aims. It 
is the inescapable duty of the 
Government to put a stop to infla- 
tion at its source, which is the addi- 
tional supply of money derived from 
Government spending. The question 
which still awaits an answer is 
whether any Government can today 
hope to survive the unpopularity 
effective disinflation 


which would 


provoke. 
Appeal to Labour 


Without effective disinflation, 
maximum production of the right 
things is not within reach, 
though in addition it req 
fullest co-operation of capital 


our 
uires the 
and 
ce -operation 


‘ssential task 


labour. To secure this 
is more than ever the ¢ 
of management. 

I take for granted that 
entitled to a real status of partner- 


labour is 


Adi ances and 


pny 


Other Principal Gold and Dollar 


nercial Bills Assets of Clearing Reserves 
Banks* 

277 +274 290 

70 +292 +238 

347 +566 52 


flects direct or indirect lending to the Government sector. 


ship in industry, and I believe that 
more thought than 
being devoted to the best means of 
making that a reality for the rank 
and file. Nothing would do more to 
secure enthusiasm for productivity. 
3ut I wish it could be more generally 
understood by labour that abnorm- 
ally high profits are a product of 
inflation just as is the wages spiral 
which steadily lowers the purchasing 
power of the pound. One cannot 
blame the workman for seeking 
higher wages to compensate for 
higher costs of living, or the share- 
holder for a similar reaction about 
dividends. But what must not be 
overlooked is that profits are not 

reward of the share- 
holder; they are ultimate 
source of the risk capital which 
alone can provide the basis of future 


ever before is 


merely the 
also the 


industrial progress. 
And I am sure the 

not sufficiently realised that no one 

in the world owes us a living and 


hard fact is 


‘that, utterly dependent as we are 


on the sale of exports in a buyers’ 
market, nothing will get us through 
but tremendous and the 


fullest competitive power. 


efliciency 
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Randall Commission Recommends 


Sterling Convertibility—by Degrees 


THERE have been two schools of 


thought concerning the restoration of 
currency convertibility. One regards 
the restoration of convertibility as 
mainly a matter of curbing inflation 
abroad. It regards the war-induced 
disturbances in production and trade 
as temporary phenomena which have 
now been surmounted. By — this 
reasoning, all that remains for the 
introduction of convertibility is ap- 
propriate monetary-fiscal and ex- 
change rate policies. 

Another regards the problem as 
much more complicated. While 
agreeing that the curbing of inflation 
and the fixing of appropriate ex- 
change rates are essential for con- 
vertbility, it argues that = such 
measures may not be enough. It lays 
emphasis upon the structural, longer- 
run nature of many of the war- 
induced distortions in production 
and trade. and upon even deeper- 
seated change already apparent 
before the war. 


Judgement of Solomon 


The Commission adheres to this 
latter view. It recognises that there 
is an important difference between 
establishing outright convertibility 
of currencies and taking gradual and 
prudent steps in that direction; and 
it recognises also that the general 
economic conditions prerequisite to 
currency convertibility are more 
nearly in prospect today than at any 
previous time since the war. The 
Commission believes that the de- 
cisions, the methods, the timetable. 
responsibility for intro- 
ducing currency convertibility should 


and the 


Januar) 


Chairman. Clare? 
23, 1954 


rest on the countries concerned. It 
recognises, however, that currency 
convertibility must be examined in 
the light of the policies pursued by 
other countries, 
United States. 
The Commission would deplore a 
merely formal convertibility main- 
tained through trade restrictions. It 
believes that the removal of restric- 
tions upon payment and upon trade 
should go hand in hand. It believes 
that the so-called ‘commodity con- 
vertubility’ whereby, for example, 
non-resident holders of current 
account sterling might be permitted 
increasingly to use their balances to 
buy dollar goods as the great com- 
modity markets in Britain are re- 
opened—a process already well under 
way—may have important advan- 
tages from the standpoint of effective 
control as compared with 
converubility of 


more 
eeneral sterling 
balances. 

The Commission recognises that, 
as and when more general conver- 
tibility were undertaken, important 
questions would arise as to the 
handling of transfers of previously 
accumulated non-resident balances, 
movements of capital, and transfers 
of resident balances. These involve 
difficult technical problems on which 
the Commission feels that only the 
countries could) make 
decisions and accept responsibility. 


COT erned 


The Commission does not favo 
a ‘dash’ for convertibility, or letting 
the currency ‘find its own level’, 
since such a method presents the 
danger of a vicious circle of inflation, 
and would require larger reserves 


B. Randall), VN ashington, 


particularly — the 
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than may be available to prevent 
currency depreciation from gettin: 
of hand. It is, however, 
pathetic to the concept of a ‘floating 
rate’ which provides alternative 
methods of meeting trade and specu- 
lative pressures. Whether a country 
externally and 
to administer such a sys- 


y 
= 


out sSym- 


is strong enough, 
internally, 
tem effectively, involves a judgement 
Which only the country in question 
could itself responsibly make. 

The Commission 
wish to emphasise its view that a 
strong internal economy, willing and 
able to control its money supply and 
its budget as against 
inflation, sufficiently mobile to make 
the best use of its resources, and able 
and willing to 
increase its productivity and improve 
its competitive world 
markets, is a prerequisite to con- 
vertibility; and that the attainment 
over time of these 
he the guide as to how rapidly full 
convertibility could safely be 
approached. 


I.M.F. and £ Convertibility 


Last and most important is the 
question of adequacy of reserves. It 
must always be borne in mind that 
sterling is a key \ 
currency used to finance the trade of 
third Even sterling 
finances about 40 per cent of the 
total trade of the world, and if made 
convertible it would be exposed to 
trade, financial, 
pressures to a far greater extent then 
any other European currency. This 
why, in proper circum- 
stances, we want sterling to become 
convertible, in the interests of freer 
trade and payment in a world-wide 
multilateral system. To the extent 
that some other of the major trading 
countries might be able to make 


1 
does, however. 


safewuards 


save in order to 


position in 


conditions should 


currency, 1.€., a 


countries. now 


and speculative 


is indeed 


their currencies convertible simul- 
taneously with sterling, the pressure 
upon sterling might be eased. The 
Commission believes, however, that 
to restore full confidence in sterling, 
Britain’s reserves must be strength- 
ened. 


The Commission’s view is that for 
the purposes of a gradual and con- 
trolled approach to full convertibility 
except for special safeguards against 
capital transfers and the control of 
previously accumulated balances 
adequate reserves could be found 
through a much more active utilisa- 
tion than heretofore of the Inter- 
national Monetary Fund’s holdings 
of gold and convertible currencies 
which now amount to $3,300 million. 
To this end, the Commission favours 
also any reasonable relaxations by 
the that might be required, 
such as a relaxation of the time 
schedule for utilisation of quotas and 
the provision for maintaining fixed 


fund 


parities. 


As asecond means of strengthening 
foreign reserves and of providing 
foreign exchange support operations 
to assist in the gradual attainment of 
geeneral convertibility, the Com- 
mission recommends that the Federal 
Reserve System explore with foreign 
central banks the possibilities of 
standby credits or credit 
arrangements. There is ample pre- 
cedent for such arrangements in the 
inter-war period; and the Com- 
mission believes that this method is 
superior to any other which might 
be devised to provide for additional 
possible calls on dollars, both because 
it would avoid an increase in the 
public debt and because it could be 
handled more flexibly and inform- 
ally, and therefore more effectively, 
than a formal grant of credit by our 
‘Treasury. 


line of 








Randall Report Under Fire 


BY PROFESSOR SEYMOUR E. Harris (HARVARD UNIVERSITY) 


My major dissent from the findings 
of the Randall Commission rests on 
the support of exporter interests and 
implied acceptance of the impending 
bankruptcy thesis. 

In recent years the exporters have 
at last found out that their interests 
lie in more trade, and they have 
become the most powerful vested 
interest favouring freer trade—except 
when the Government gives an 
engineering project contract to a 
foreign company greatly under- 
bidding the American’ exporter. 
‘They realise that the issue comes 


down largely to maintenance of 


exports and more imports, or less 
exports with current imports. 

But exports are on a highly in- 
flated level. An excess of United 


States exports over imports of 


$120,000 millions since 1913 repre- 
sents primarily exports subsidised by 
Government spending. The exporters 
have been the beneficiaries of the 
greatest subsidy programme in his- 
tory. 

The question may be raised 
whether one solution to the dollar 
problem might not be cutting ex- 
porters down to size. Less exports by 
the United States would strengthen 
the dollar position of foreigners. 
Export industries are the growing, 
the strong, the inflated industries. 
Exporters, buttressed by the argu- 
ments of doctrinaire free traders, 


want to concentrate the burden of 


adjustment upon the industries that 
compete with foreign industries. 
Vhy, it may be asked, should the 
relatively weak industries be asked 
to pay the price of an adjustment 


dollar shortage) which is a national 

problem and in no small part is the 
result of war and political chaos? 
This is a cost that should be put upon 
all: on taxpayers through public 
loans, grants and guarantees of 
private investments; on exporters 
through reduction of exports; on 
import competing industries through 
more imports. 

An indication of the extent of the 
influence of exporters’ thinking is to 
be had from a recommendation of 
the commission that protective tariffs 
be cut further, but through negotia- 
tion with foreign countries requiring 
that markets be further opened to 
United States exports. But if the 
dollar problem is to be solved, 
expansion of exports is a hindrance, 
not a help. 


Groundless Fear of Bankruptcy 


This leads me to a final point of 


great importance. Our security pro- 
gramme is being jeopardised by an 
excessive fear of bankruptcy. How 
can there be such a fear when we 
have reached a real income twice 


that of 1929 and three times that of 


1933, and when our federal debt 


charge absorbs about 2 per cent of 


the $300,000 million rise of income 
since 1933? 
) 


An adequate military programme in- 
clusive of aid to our allies (not a dubious 
programme of excessive reliance on atoms 


] 


and air power inspired by false theories of 


ampending bankruptcy) would  greatl 
contribute towards our security and a 
solution of the dollar problem. Aid need 
nol be in excess of 2- } per cent of Our 
income. 


From Letter, New York Times, January 51, 1954 





SSI 

Th 
pos 
Un 
Cai 
Pr 
Dj 
of 


dy) 
Vi 


at~ 


Ee 
CO! 
ot 

As 
int 
we 

In¢ 
pr 


da 
co 
cre 
co 
in 
tri 
dif 
su 
mi 
of 
CO 
tie 
ar 

wi 
ex 


tic 
c@ 


th 


REPORT TO UNITED NATIONS: 


' Commodity Trade and 
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Djakarta School Oj Economics, Universit) 
of Indonesia; Professor Alaus Anorr, 
Princeton University, U.S.A.; and Dr 
FF, G. Olano, Escuela Superior de 
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leconomia, Buenos Aires. 
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Tut Report on Commodity Trade and 
Economic Development, prepared by a 
committee of experts under the terms 
ot a resolution of the U.N. General 


he common 


Assembly, emphasises t 
interest that all countries have, and 
would do well to recognise, in 
moderating excessive fluctuations in 
primary commodity markets. 

These fluctuations are particularly 
damaging to primary producing 
countries, because they greatly in- 
crease the difficulties of planning a 
continuing development programme 
involving imports. However, indus- 
trial countries also may face serious 
difficulties when there are sudden o1 
substantial shifts of primary com- 
modity prices in relation to the prices 
of manufactures. Some of these 
countries either export large quanti- 
ties of primary commodities, or they 
are politically or financially affiliated 
with areas which depend on such 
exports. 

The experts are of the opinion that 


Economic Development’ 


. P ‘ bes 
demise ol industries Which, bec ause 


] reasons Ot! be ause 


of technologica 
of changes in taste, are contracting 
or dying. “The emergence of a tem- 
porary surplus should be a signal for 
a search for means of expanding the 
demand; the tmmediate palliative 
should be, wherever possible, the 
storage of the surplus and not its 
elimination through restriction.’ 


Buffer Stock Advantages 


] 


‘The experts believe that the choice 
of stabilising devices must depend 
very largely on the special circum- 


stances of each case. Provided the 


problem of finance can be solved, 
buffer stocks for individual com- 


modities, or for a 21 Up Oo} them, are 
preferable to multilate 

of the type of the International 
Wheat Agreement; multilateral con- 
tracts, however, may promise a 
measure of stability for some com- 
modities, the nature and secular 
movements of whose markets make 
them unsuitable for buffer stock 
schemes. 

A useful place should also be 
found in a stabilisation programme 
for compensatory measures, such as 
contracyclical lending which, the 


‘ral contracts 


experts believe, would not be con- 
ceptually distinct from the present 
operations of the International 
Monetary Fund although it would 
involve a radical change in the scale 
of the Fund’s actions. The experts 


quota agreements to restrict produc- would prefer t icilitate contra- 
tion or exports are, in general, to be cyclical lending by extending the 
condemned, although they may have _ resources ¢ | rather than by 
their place for special purposes, e.g... attempting to create a new inter- 
securing the orderly reduction or national scheme for this purpose. 
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One possibility is that the major 
industrial countries should make 
advance commitments, formal or 
informal, to provide additional funds 
when needed. Even if governments 
should be unwilling to make advance 
commitments, the experts consider it 
likely that the Fund, if it were com- 


mitted in principle to a policy of 


contracyclical lending, would be 
able to obtain extra resources if its 
lending of a currency should reduce 
its reserves of that currency to a low 
level. The experts also examined the 
possibility of compensatory schemes, 
which would operate more or less 
automatically, involving uncondi- 
tional transfers of money between 
nations rather than loans and deter- 
mining the amounts to be transferred 
by a precise formula. 
Wider Views Needed 

Some help for the maintenance of 
stability could be expected from 
domestic measures, such as_ the 
establishment of buffer funds—like 
those of the Canadian Wheat Board, 
the marketing boards in British West 
Africa, or the Indonesian Copra 
Stabilisation Fund—the smoothing 
of the flow of contracts for heavy 
engineering goods, and the modi- 
fication of stockpiling policies to 
ensure that substantial injury was not 
inflicted on primary producing coun- 
tries. 

If governments wish to have an 


assurance of as much stability of 


price relations as is consistent with 
economic change and progress, the 
experts believe that they must look 
beyond schemes relating to particular 
commodities and review the general 
structure of the world’s monetary 
systems. They did not reach full 
agreement on the theoretical merits, 
or the political acceptability, of a 
‘commodity reserve currency’ 
scheme; but they agreed that the 
scheme deserves more study than it 
has received thus far, and they listed 
a number of specific points to which 
further study should be directed. 
Believing that piecemeal action, 
commodity by commodity, ts insuffi- 
cient, the experts finally propose that 
the Economic and Social Council 
should establish a ‘Trade Stabilisa- 
tion Commission, on which eight or 
nine member governments would be 
represented. This Commission should 
be asked to make recommendations 
on general proposals for stabilisation 
and, when the stability of the world’s 
markets appears to be threatened, to 
recommend promptly to the Council 
appropriate intergovernmental 
action. Since the work of the Com- 


mission would involve exchanges of 


views between governments on pos- 
sible types of action to which they 
might not wish to appear publicly 
committed, the experts recommend 
that the Commission should meet in 
closed session, except when it decides 
otherwise. 
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GATT Proposes New Approach To 
Tariff Reductions 


HE main characteristics of a neu 
approach to tariff reduction proposed by 
GATT, in order to strengthen bargaining 
power of low-tariff countries, are (1) In 
place of bilateral negotiations between 
countries on a product-by-product basis 
aimed at a strict balance of concessions, 
there would be an obligation on all 
participating governments to reduce the 
protective incidence of their tariffs in 
accordance with a common standard. The 
concept of mutual advantage remains. 
2) The balance for any particular 
country, however, is measured not by 
setting off specifi obtained 
against specific concesstons granted, but by 
setting off the overall reductions made by it 
under the common standard against the 
overall reductions made by others under 


CONCE sstOns 


the same standard. (3) Another feature of 


the plan is that it requires efforts propor- 
tionate to each country’s tariff level. 
(4) And, finally, it provides an additional 


obligation to reduce individual rates of 


duty which exceed given levels. 


The Governments of Belgium, 
Denmark, France, the Federal Re- 
public of Germany and the Nether- 
lands have indicated their support 
of this plan in principle. 

Each government participating in 
the plan would undertake to reduce 
the average incidence of its customs 
tariff in a base year by 30 per cent, 
in stages of 10 per cent in each of 
three successive years. Governments 
would not be required to reduce 
every tariff rate by this amount, for 
within certain limits they would be 
free to choose the items on which to 
make reductions. The reductions 


From A New Proposal for Reduction of Customs Tarif/s, Contracting Parties 


would, however, have to be distri- 
buted throughout the tariff and not 
concentrated in any one part of it, 
thus ensuring that the benefits would 
accrue to all supplying countries 
even to one whose interest might be 
limited to products of a certain class. 
In order to achieve that object the 
tariff would be divided into sectors 
covering broad categories of related 
products, such as primary foods, 
products of the chemical industry, 
etc., and the 30 per cent reduction 
would be applied to each sector. 

The average incidence of the tariff 
in each sector is taken to be the per- 
centage of the value of imports 
collected by the customs. If, for 
example, the value of the imports of 
the items in a certain sector of the 
tariff is 1 million francs and the 
duties on those items are 100,000 
francs, the average incidence for that 
sector would be 10 per cent. In this 
example, assuming no change in the 
total value of imports in the sector, 
the plan would require reductions 
of duties sufficient to bring the duty 
collections down to 90,000 francs in 
the first year, to 80,000 francs in the 
second and, finally, to 70,000 francs 
in the third year. 


Tariff Countries 


Xeduction by 30 per cent is the 
general rule, but less than that is 
required of countries having com- 
paratively low duties. This would be 
accomplished by the establishment 


of a demarcation line and, below 
that, a floor for each sector. A 
country whose average duty inci- 


dence in any sector was below the 


to General 


Agreement on Tariffs and Trade, Geneva, January 1954 
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demarcation line would be required 
to make less than the 30 per cent 
reduction, and if the incidence was 
below the fioor rate no reduction at 
all would be required. Thus, if a 
country’s average incidence in a 
sector stood, say, half-way between 
the floor rate and the demarcation 
line it would be required to make 
only half the reduction prescribed 
by the general formula, that is 15 
per cent, or 5 per cent in each year. 
And if the average inc —— is 10 
in a sector for which the demarca- 
tion line is 12 and the floor rate 6, 
the required reduction would be 20 
per cent over the three years. 
Upper Limits to Duties 

Each participating government 
would undertake the further obliga- 
tion to reduce all duties which 
exceed certain upper limits. High 
rates of duty are likely to hinder o1 
even prevent importation and, since 
little or no importation takes place 
and little or no revenue is collected, 
their impact on trade will not be 
reflected in the incidence of the 


tariff when aa on the basis of 


actual imports and duty collections. 
If a country has some very high 
duties in a given sector it will have to 
reduce those duties to the level of the 
ceilings during the first three years. 
These reductions can be counted in 
the reduction of the average inci- 
dence for that sector, but will have 
to be carried out even if no reduction 
is required under the 30 per cent 
rule. It is proposed that a ceiling 
rate should be fixed for each of the 
.] 


four categories of imports, name 


industrial raw materials, semi- 
inished goods, manufactured article 
and agricultural products. If thi 
additional obligation were not in- 
cluded in the plan there would be 
no guarantee that the high duties 
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vhich are the greatest obstacles to 
trade would be reduced. 
Flexibility of Plan 

Lhe flexible features of the plan 
may be further demonstrated. Apart 
from their obligation to observe the 
ceiling rates, and to achieve a 
definite quantum of reductions in 
the course of each of the three years, 
governments would be free to select 
the items in each sector on which to 
make reductions and to determine 
the degree of reduction for each item. 
Moreover, the method by which the 
reductions would be effected would 
be left to the discretion of each 
vovernment. In some cases reduc- 
tions would be brought about uni- 
laterally, while in others they might 
result from bilateral negotiations on 
the basis of reciprocity; in other 
cases again they might be made 
under regional plans for economi 
co-operation. Finally, no govern- 
ment would be obliged to make 
reductions on the same items in 
each of the three years; that is, a 
rate of duty which is reduced in the 
first year would not need to be further 
reduced. 
Infant Industries 

The plan acknowledges the need 
of less advanced economies to grant 
tariff protection to newly-established 
industries. Governments of countries 


rec ognised as being in the process of 


economic development and which 
elect to be governed by special rules 
would not be required to make duty 
reductions on products included 1 

their development programmes. The 
right to exclude any pi ticular pro- 
duct from the operation of the plan 
would be granted for a fixed period 
of time. Thes c oP would be 
limited to products covered by a 
country’s programme of economic 
development on which production 


PLAN FOR TARIFF REDUCTIONS 


had started before the plan entered 
into Operation or was expected to 
start after the ; 
approved. Further, for these coun- 
tries the average incidence of duties 
would be computed on the tariff as 
a whole instead of by sectors, so that 
they 


the selection of iten 


soon exclusion was 


would have ample freedom in 
1s for the applica- 
tion of the percentage reduction. The 
same advantages we 
to overseas customs 
industrialised 


uuld be available 


coun which are 


recognised as be in J 


economic development. 


Exclusions from Plan 


The plan also provides for the 
exclusion of certain items from the 


operation of the plan, 7.e., govern- 


ments could omit the value of im- 


ports of these items and the duty 


collections from the calculation of 


incidence, and also omit 


1 
} 


those items from the obligations to 


the average 


reduce rates of duty. In the first place, 
governments would be permitted to 


exclude fiscal duties, 7z.e.. duties 


which are imposed for the purpose of 


raising revenue rather than to afford 
protection to domestic 
Secondly, they could exclude duties 
on goods imported mainly from 
countries which do not participate in 
the plan. This exclusion is provided 
for because governments would prob- 
ably not wish to extend the benefits 
General 
plan is 


every 


production. 


to countries outside the 
Agreement and because the 
based on the principle that 
reduction of duty would 
extended to all the 
parties to the General Aevreement 


? 
have to be 


contracting 


territories ol 


in the process of 


whether they participate in the 


scheme or not. 


Five Year Experiment 


It is proposed that the plan should 
operate in the first instance for a 
period of five years. The reduced 
rates of duty and the reduced aver- 
age incidences in the various sectors 
would remain bound until the end of 
that period. There is, however, an 
under which 
tions to this rule could be allowed. 
A government could ask for authority 


escape clause ex ep- 


to modify a dutv which had been 
reduced on the sround that the 
maintenance of the bound rate 


would involve serious economic or 
social dangers. This authority could 
be granted by a favourable vote of 
the participating governments pro- 
vided that the modification would be 
compensated by a further reduction 
on other items, so as to maintain the 
average incidence for the sector at 
the bound level, and provided further 
would not exceed 

either the ceiling or the rate which 
} ration of 

the plan whichever might be the 
higher. In addition a government 
could be authorised in exceptional 
circumstances to maintain a_par- 
ticular rate above the ceiling fixed 
category. Duties 
under the 
provided 


that the new rate 


was in force before the op 


for goods of its 
which are not reduced 
plan may be 
that such increases would not have 
the effect of bringing the average 
incidence for the sector above the 
bound level and that the new rates 


ine reased, 


would not exceed the ceilings. 
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U.K. Protective Duties: 
ihn siete Contribution to Revenue 


Customs revenue, net receipts 


(£ millions 


Year to Revenue Protective Total Total 
March 31 duties duties Ordinary 
revenue 
1929 113 6 119 758 
1939 186 40 226 927 
1947 579 4] 620 3,341 
1951 829 74 903 3.978 
1952 884 116 1.000 4.433 
1953 950 74 1.025 $.439 


THE size and composition of the 
contribution of import duties to the 
U.K. national revenue are indicated 
in the above table. 

In recent years the share of the 
Exchequer’s ordinary revenue pro- 
duced by the Customs duties has 
been remarkably stable at just under 
one-quarter. In 1952 this diversion 
of purchasing power to the Exchequer 
was equivalent to about one-fif- 
teenth of the estimated gross national 
expenditure at market prices: in 


other words, out of every pound of 


the final market value of goods and 
services bought in Britain during the 
year, on the average Is. 4d. went to 
satisfy the customs duties on imported 
goods. This average was far exceeded 
by the figures for some _heavily- 
taxed goods: thus, for every 35. 7d. 
spent on a packet of 20 cigarettes, 
customs duty took 25. g}d., and on 
every gallon of petrol, sold at say 
45. 3d., it took 2s. 6d. Government 
Departments themselves pay large 
sums in customs duties, even on 
commodities bought on their own 
account and deliberately sold at a 
loss. In the year to March 1953, for 
example, the Ministry of Food alone 
paid nearly £12m. in customs duties, 
while over the same period it in- 


curred, as part of its share of the 
food subsidies, trading losses of over 
£250m. Thus, to theextent of £12m., 
what went into the Exchequer 
through the Commissioners of Cus- 
toms and Excise was provided out 
of the Exchequer through the Minis- 
try of Food Vote. 
Slight Variations 

Despite the extensive range of the 
protective duties imposed in_ the 
‘thirties, their contribution to the 
revenue is still relatively small. The 
amount varies appreciably from 


year to year, largely because most of 


the protective duties are levied on an 
ad valorem basis, with the result that 


the yield of this section of the tariff 


is greatly influenced by movements 
in prices. In 1951-2, for example, the 
receipts under the Import Duties 
Act increased by over 60 per cent as 
compared with the previous year, 
largely because of the rise in import 
prices. Of the £74m. produced by 
protective tariffs in 1952-3, duties 
under the Import Duties Act yielded 
nearly £65m., the Ottawa duties 
£44m., those on beef and_ veal 
£14m., on key industry goods £1 3m. 
and on silk and artificial silk £1 3m. 


The revenue duties, on the other 


From The Pattern of Britain’s Tariff, Midland Bank Review, London, February 1954 
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Uk. PROTECTIVE DUTIES 


hand, are at specific rates; hence the 
steady increase in yield is traceable 
chiefly to enlargement of consump- 
tion and increased rates of duty. 


Tobacco still dominates the list of 


nearly 
since 


revenue duties, producing 
two-thirds of the total, but 
1948 the yield of the oil duties has 
increased nearly five-fold to £264m. 
because of increased consumption 
and the raising of the basic 
duty from ninepence to as. 6d. a 
gallon. The yield of the import 
duties is also affected by quantitative 
restrictions, particul rly under a 
system of import licensing, and this 
is true especially when imports from 
non-Commonwealth sources are con- 
trolled, since these are generally 
chargeable at higher rates of duty. 
In the early post-war years the 
yield of the import duties, measured 
as a percentage of the 
retained imports, was considerably 
greater than before the war, mainly 
because of the large increases in the 
rates of the principal revenue duties. 
Customs revenue in 1946-7, for 
instance, worked out at nearly 
as much as the recorded value 
(before duty) of net imports into the 
United Kingdom, as against a little 
more than one-quarter in 1938-9. As 


rate of 


value of 


half 
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the revenue duties are specific, the 
average weight of the tariff fell pro- 
portionately during the period of 
rising import prices, and more 
recently has increased again as the 
value of imports has fallen. The per- 
centages corresponding to the frac- 
tions just mentioned were 33, 26 and 
,2 in the financial years to March 31 
1951, 1952 and 1953 respectively. 
In contrast, the average incidence 
of the protective tariff is low. The 
yield of the protective duties as a 
proportion of the total value of all 
imports within their scope (that is all 
imports except the relatively few 
‘revenue’ commodities) has fallen 
from about five per cent in 1939 to 
roughly three per cent at the present 
time. The very low average incidence 
of the protective tariff, computed in 
this way, reflects the fact that a 
major part of Britain’s imports is 
still admitted free of any duty— 
either because the goods are on the 
free list or because they are of 
Commonwealth origin and are ad- 
mitted free under Imperial Prefer- 
ence. The yield of the protective 
duties, computed as a proportion of 
the value of imports actually subject to 
duty, appears to have been, for 1950 
between eleven and twelve per cent. 





AMERICA’S SOCIAL SECURITY SYSTEM 


ance premiums—analogous to those 
of private insurance companies which 
have always been looked upon as a 
form of saving. A rise in the social 
security tax, according to this theory, 
should not be regarded as a tax in- 
crease but rather as an increase in 
saving. 

Turning to the opposing case, a 
first point relates to the basic ques- 
tion raised above, viz., whether the 
piling up of great quantities of its 


continued from page 120 

asa ‘reserve’ does, 

ability 
social 


own debt securities 
in fact, add anything to the 
of the Government to meet 
security obligations. 

The answer to this question must 
be that it does not. In the final 
analysis, future pension payments, 
whether financed by an accumulated 
reserve of government securities or 
under a_ pay-as-you-go plan, can 
only be made out of taxes on income 
of the future. 
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America’s Social Security System 


Controversy On Ins urance 
P) inciple or Pay-As- ) ou-Go 


On January 1, 1954, the rate of the 
social security tax for Federal Old- 
Age and Survivors Insurance, in 
accordance with existing law. rose 
automatically from 1s to 2 per cent, 
payable by both employees and 
employers on earnings up to $3,600. 

Since the beginning of the federal 
social security system in 1937 the 
trust fund rose to $18,366 million 
by the end of 1953 and is expected to 
rise by a further $1,800 million in 
1954. (Budget estimate of receipts 
$5,000 million and of outgoings 
$3,200 million.) 

In the fiscal vear ended June 30, 
1953, receipts from taxes on em- 
ployees and emplovers, plus $387 
million interest on investments, 
amounted to approximately $4,500 
million; expenditures for benefit 
payments to workers retiring at age 
65, their survivors, children, etc., 
plus administrative expenses, were 


$2.700 million; and trust fund assets, 


invested largely in special issues of 


U.S. Government securities, totalled 
$18,400 million at the vear-end. 
The original plan contemplated 
that the substantial excess of tax 
collections over benefit payments 
each year would be set aside in a 
trust fund. This was estimated to 
reach approximately $47,000 mil- 
lion by 19680 and to represent a 
‘reserve’ against the accumulating 
liability. In the amendments, how- 


ever, adopted after some vears of 
actual experience in the operation of 


the system, the principle of building 
up a ‘full reserve’, to cover the total 
liability computed by usual actuarial 
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standards, was given up in favour of 


a ‘contingency reserve’, of only three 
times the prospective annual distri- 
butions. 

Thus the concept of social security 
has shifted from a system where, as 
In insurance company operation, 
reserve funds are accumulated ade- 
quate to meet fully the eventual 
liabilities, to a system where a sub- 
stantial portion of the benefit pay- 
ments, as they become due, is paid 
out of current tax collections. To this 
extent the system therefore has 
moved toward a pay-as-you-go basis, 
where the current social security 
contributions are collected as any 
other tax and the current social 
benefits are paid as any 
other government expenditure. 

On behalf of the tax increase it is 
areued that additional receipts are 


needed to build the reserve fund to 


security 


where it will more nearly provide for 
the upward curve of benefit pay- 
ments projected for the future. 

A second point for letting the tax 
rise and strengthening the contri- 
butory principle is in keeping alive in 
the public mind the idea of linking 
social security costs and benefits, so 
that people feel they are providing 
for their own old age protection and 
not gettine something for nothing. 
This is particularly important at a 
time when proposals are afoot to 
liberalise benefits. 

A third argument sometimes ad- 
vanced is that social security. taxe 
are not really taxes at all, but insur- 


: 
neluded on page 119 
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U.S. Government and the Farmers 


BY PRESIDEN 


‘The agricultural problem today is as 


. ; : Tree 
serious and coniplex as any with which the 


( ONGTESS cf /] le 1/ })} this SPSS20ON, 


Immediate action 1s needed arrest the 


srowine thre iy present agricultural 

progvran ME and foes yi tr suosegu yi 
j ’ ’) 

economl list / yf 1 follor ”n OM? 


f , , 
farming @ 


In 1Ts approach to this problem, the 
Administration held to the 
following fundamentals: 


h iS 


t. A stable. prosperous and free 
agriculture is essential to the welfare 
of the United States. 

2..A farm programme must fairly 
represent ‘both pro- 
ducers and consumers. 


the interests ¢ 


>, However large surpluses may 
be, food once produced must not be 
destroved. Excessive stocks can be 
removed from commercial channels 
for constructive that will 
benefit the people of United 
States and our friends abroad. 


purposes 
t i 


the 


j. For many reasons farm products 
are subject to wider price fluctuations 
than are most other commodities. 
Moreover, the individual farmer o1 
rancher the 
prices he receives than have producers 


has less control 


over 


in most other industries. Govern- 
ment price supports must, therefore, 


be provided in order to bring needed 
stability to farm income and farm 
production. 

5. A farm programme first of all 


should assist agriculture to earn its 


proportionate share of the national 
income. It must likewise aim at 
stability in) farm income. ‘There 


\/ to ( 
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should therefore be no wide vear-to- 
vear fluctuation in the level of price 
support. 

6. No single programme can apply 
uniformly to the whole farm indus- 
try. Some farm products are perish- 
able, some are not; some farms con- 
sume the products of other farms; 
some and we export, 
some we import. A comprehensive 
farm programme must be adaptable 
to these and other differences, and 
vet not penalise one group of farmers 
in order to benefit another. 


foods fibres 


7. A workable farm programme 
must give the Administration suffi- 
cient leeway to make timely changes 
in policies and methods, including 
price support levels, within limits 
established by law. This will enable 
the Administration to and 
forestall new difficulties in our agri- 
culture, rather attempt tl 


heit 
legislative cure } 


fi yrresee 


1 
than 
eS - : . 

aiter thev nave arisen. 
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Adjustment to a new farm pro- 
ramme must be accomplished erad- 
nation’s 


the 


ually in the 
farming 
interest of the economy of the 


as a whole. 


interest of the 
population and in 


nation 


gq. Research and educati 

functions of the Department of Agri 

culture since its beginning 

indispensable if our farmers are to 
os 


improve their productivity and en- 


large their markets. 
water, range and 
the United States 
foundation. of 


FO). The soil, 
forest 
are the natural 


national economy. From them come 


resources ol 


our 


our food, most of our clothine, much 
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of our shelter. How well we protect 
and improve these resources will 
have a direct bearing on the future 
standard of living of the whole 
nation. 


Enormous Surpluses 


During the past year, the invest- 
ment of the Commodity Credit 
Corporation in farm commodities 
more than doubled, increasing by 
about $2,500m. The financial obliga- 
tions of the Corporation are pressing 
hard against the $6,750m. limitation 
on its borrowing authority. In order 
to assure that present price support 
commitments on 1953 and 1954 
crops will be covered, I shall request 
the Congress to take early action to 
restore the Corporation’s capital 
losses as of June 30, 1953, and to 
increase its borrowing authority to 
$8,500m. effective July 1, 1954. 

The Government’s commodity 
holdings are enormous. It has invest- 
ments in more than $2.000m. worth 
of wheat alone. This includes 440 
million bushels owned outright. 
About 400 million additional bushels 


are under loan, the greater share of 


which the Government can expect 
to acquire. This is more than the 
domestic wheat requirements of the 
entire nation for a full year. 

The cotton carry-over will amount 
to about 9,600,000 bales. Here again 
the carry-over is approximately equal 
to the domestic needs of the entire 
nation for a full vear. 

The carry-over of vegetable oils 
may be about 1,500 million Ibs., 
roughly double the carry-over that 
should normally be maintained. 

Because such tremendous supplies 
are already in hand, acreage allot- 
ments and marketing quotas have 
had to be applied to wheat and 
cotton. 

Under the provisions of the Agri- 
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cultural Acts of 1948 and 1949 the 
Government will: 

1. Support the prices of basic crops 
of those farmers who co-operate with 
acreage allotments and marketing 
quotas when such are in effect; 

2. Announce the price support 
level for various crops before those 
crops are planted, in so far as prac- 
ticable; 

3. Support price levels at up to go 
per cent of parity. For some products 
a schedule of price floors will also 
be provided as authorised by the 
1949 Act, ranging from 75 per cent 
to go per cent of parity, according to 
the relationship of total to normal 
supply; and 

}. Vary the price support level 
one percentage point for every two 
percentage points of variation in the 
total supply. 

Parity calculations for most com- 
modities under the old formula are 
based upon price relationships and 
buying habits of 40 years ago. Be- 
cause methods of farm production 
have changed markedly, the Con- 
gress has wisely brought the parity 
concept up to date. Modernised 
parity takes account of price rela- 
tionships during the most recent ten 
years. It permits changes in farm 
technology and in consumer demand 


to express themselves in the level of 


price support and restores proper 
relationships among commodities. 
For the basic commodities, the 
law provides that until January 1, 
1956, the old or modernised parity, 
whichever is higher, shall be used. 
For all commodities except wheat, 
corn, cotton and peanuts, modern- 
ised parity is already in use. 
Equitable treatment of the various 
commodities requires that we should 
use modernised parity for all farm 
products as now provided by law, 
beginning January 1, 1956. 


The Belgian Congo 


BY Ropert Goppinc, BELGIAN MINISTER FOR COLONIES, 1945-7 


/ 


Thirty years devoted to the Congo came to 
an end when the author of this article died 
there suddenly in December last. 


Tue Belgian Congo lies in the very 
centre of Africa; it covers one- 
thirteenth of this continent, and has 
eighty times the area of Belgium and 
four times the area of France. An 
Independent Free State under the 
absolute sovereignty of King Leopold 
II, the Congo was taken over by 
Belgium in 1908. | 

Before describing the progress 
made by the Belgian Congo in 
recent years, it appears necessary 
to say something about the economic 
policies that have helped to shape 
the country and make this progress 
possible. 

These policies have been imposed 
upon us by human considerations 


and the geographical conditions of 


the Congo, and by the circumstance 
that the Belgian State was not pre- 
pared to invest any Belgian public 
money in its development. 

Let us compare the Belgian Congo 
with Nigeria. Nigeria has a popula- 
tion of thirty millions, and an area 
of 372,674 square miles; the Belgian 
Congo has only about ten million 
inhabitants in an area of some 
go0,000 square miles. With a density 
of eighty people per square mile, it 
was considered possible and advis- 
able in Nigeria to develop the coun- 
try only ‘by the natives and for the 
natives’, thus excluding European 
capital, companies and settlers. But 
it was clearly impossible to follow 


From The Belcian Conoco; Before. During and 


the same policy in the Congo. 

First of all, the principal and more 
immediately available sources of 
wealth were the mines, and it was 
obviously impossible for the Con- 
golese themselves to exploit them. In 
addition. only the existence of the 
copper mines in Katanga was known, 
but they could not be worked with- 
out a huge capital outlay. The first 
diamond was discovered only after 
a company had spent more than 
£150,000 in prospecting work. And 
tin came even later. 

As regards agriculture, it was 
obviously impossible to obtain from 
thinly populated and very scattered 
villages exportable produce, well 
prepared, of good quality, and in 
quantities sufficient to bear the cost 
of transport over one or two thousand 
miles. Further, the only exportable 
produce were palm-oil, palm kernels, 
wild rubber, all of inferior quality. 
Search for Capital 

From where were to be obtained 
the huge amounts of capital which 
the development of the Congo, the 
building of railways and roads, and 
the whole economical infra-structure 
of a developed country would re- 
quire, and which the Belgian State 
would not and could not supply ? 

Only one policy remained: to 
attract to the Congo private capital 
for opening mines, building railways, 
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erecting mills and starting planta- 
tions. The idea was to grant for this 
purpose extensive concessions on 
initial extremely liberal conditions: 
but, as far as the mines were con- 
cerned, the State perceived the 
already apparent richness and _ re- 


served for itself a laree share in the 


eventual profits. For the building of 


the required railways, it was found 
necessary for the State to euarantee 
the interest on the capital invested, 
and in addition to grant large con- 
cessions of lands all along the railwav. 

In agricultural matters, not much 
was thought at that time of planta- 
tions. Very large concessions were 
granted in which, for instance, there 


was a monopoly for the buvine of 


palm-fruit, but at minimum prices 
fixed by the government. It was in 
those circumstances that the first 
Viscount Leverhulme obtained a 
concession of 700,000 hectares (or 


1,750,000 acres). 


State’s Share of Profit 


The conditions for granting con- 
cessions were of course more liberal 
for agriculture than for minine. 

3ut the underlvine idea was also 
that, once all these concessions began 
to show profit—in addition to the 
State’s share of profits already pro- 
vided for in the mining concession 
acts—the State would obtain another 
share of profits by means of taxes, 
This svstem has worked: mining 
concerns pay, in various forms, up to 
sixty per cent of their profits to the 
State, and = agricultural concerns 
about thirty-five to forty per cent. 

But, as far as agricultural con- 
cessions are concerned. there have 
been some changes. It was soon 
found that the concessions initially 
eranted were much too large, and as 
more and more intensive cultivation 
and plantation took the place of an 


extensive exploitation of natural 
resources, most of the original and 
very large concessions were con- 
siderably reduced in area by negotia- 
tion with the groups concerned. 
Altogether, the policy we have 
adopted in the Belgian Congo seems 
to have worked well. Without any 
appreciable grant or loan of public 
funds by Belgium. the Congo has 
been entirely equipped economically 
by the investment of private capital. 
the brains ofa great many Europeans, 


and the manual work of hundreds of 


thousands of Congolese. 

The present outstanding development 
of the Belaian ngo is an fact a brilliant 
achievement of private initiative and 
enterprise: and it is something remarkabli 
that the three countries ze hose di elopme nt 
since the war has been the most spectacular 

Canada, French Morocco and th 
Be lovan Con 4 have all hee n di rer lope | 
under the same principles of private 
initiative, as little A Im pere l as pos ble 
hy the interference of the State. 
Progress Between Wars 


Jefore the second world war, the 


Congo had fortunately been ade- 


quately equipped in the matter of 


transport. A railway network of some 
3,000 miles had been built, supple- 
menting the Congo River or its main 
tributaries where they were not 
navigable, or directly connecting the 
Katanga copper mines both with the 
lower Congo and the north, or, 
westwards, with the Atlantic Ocean 
at Lobito Bay, through Portuguese 
Angola. The main sea port—Matadi 

had been well enough equipped to 
ensure quick loading and unloading 
of ships. A network of good roads, 
with a total length of some 45,000 
miles, extended all over the Congo; 
there were eight thousand motor 
vehicles; airports had been built 
close to the main cities, and the 
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efhiciently managed Sabena air lines 
had regular services with Belgium 
and all over the Congo. 

Since the end of the war, lnmivgra- 
tion has year. In 
1940, there were only 27.791 Euro- 
peans in the Congo, 19,000 of them 
Belgians. By 1953, the white popula- 
tion of the Congo had nearly trebled; 
about &0,000 Luropeans, oO} 


Increased 


every 


whom 


60,000 are Belgians, live there how. 


Population Changes 

[he composition of this population 
has markedly changed also. In 1946, 
only fifty per cent of the Europeans 
living in the Congo were women and 
children 1951, the 
proportion of women and children 
had increased to about sixty per cent 


under 16; in 


a consequence of the progress that 
has been made in tropical living con- 
ditions. ‘his progress is really strik- 
ing. ‘The amongst the 
Europeans living in the Congo has 
steadily declined since 1go8-10 when 
it amounted yearly to 32.2 per 
thousand. In 1920 it was sull 25 per 
thousand, but by 1g3o0it had declined 
to 13 per thousand. In 1940 the rate 
had been brought down to 7.5 per 
thousand, and in 195! it stood at 
only 5.2 per thousand. Thus, in forty 
years, the death-rate amongst Euro- 
peans has reduced by five- 
sixths. No precise figures yet exist as 


death-rate 


, 
been 


far as the Congolese are concerned, 
but there is no doubt that their state 
of health had also been considerably 
improved, although their infantile 
mortality rate is still very high. 
Both the industrial and the agri- 
cultural development of the Congo 
strides since 
the war. ‘The output of the existing 
mines has been greatly increased 
last Katanga 


200,000 metric tons ol copper 


have made tremendous 


produced 
ae | lot 
been opened. 


VG@ar ; 


{ . . > 2 
of new mines have 


increased in size, 
plantations have been 
started. All kinds of industries have 
created, {rom cotton 
and blanket-weaving mills to bottle, 
chemical product, cement and foot- 
wear factories. Lhe nearly inex- 
haustible resources of the Congo in 
hydro-electric power have been ex- 
tensively tapped, and several impos- 


Plantations 
new 


have 
and 


been hosiery, 


ing dams have been built across large 
rivers. ‘Lhe number of natives in 
European employment has grown 
from 500,000 In 1940 to more than 
and their earn- 


1ave been increased by more 


one million in 1951, 


ings 


4 


than 400 per cent. 
Social Progress 


A most prog 


tion has been et 


ressive social legisla- 
1acted. Lhe minimum 
wages to be paid to the Congolese 
and the minimum prices to be paid 
for their produce, are all fixed by 
decree. ‘Lhe law also lays down the 
composition and the amount of the 
food ration to be given to the work- 
ing people, to their wives and to 
their children, the dimensions and 
number of rooms of the brick houses 
that must be built for them. In every 
undertaking where at least five 
hundred workmen are employed 
there must be a European sanitary- 
agent, and for every two thousand 
workmen, a European 
hospital, etc. ‘here is a workmen’s 
compensation act, and the workmen 
get generous family allowances. In 





cd ctor, a 


every undertaking there must also 
exist a conseil d’enterprise, a joint 
consultation council wherein dele- 


cates of the workers can discuss their 
grievances with their employers. In 
fact, it may be said that, at present, 
the social legislation of the Belgian 
Congo is the most complete, the 
most and the pro- 
oressive in Africa. 


most 


generous 
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The budgetary receipts have in- 
creased from 2,000 million frances in 
1944 (£14,285,000) to about 8,000 
million frances (£57,142,000) in 1952, 
but have always been in excess of the 
ordinary expenditure. ‘Those receipts 
come mainly from income-tax (1,000 
million frances), and from import and 
export duties (nearly 4,000 million 
francs). Taxes paid by the natives 
amount only to 262 millions, or 
about 3.30 per cent of the whole 
budget. 

On the commercial side, the Bel- 
gian Congo imported in 1952, 
1,125,579 metric tons of various 


200 fas, tor a total valwe of 


15,481,395,000 francs (about £100 
million), and exported 1,075,825 
metric tons of all kind of produce 


and raw materials, for a value of 


19,883,506,000 francs (about £140 
million). 

The goods imported by the Belgian 
Congo come mainly from Belgium 

7 per cent), the United States (24 
per cent), Great Britain (8 per cent 
The exports went mainly to Belgium 
56 per cent), the United States (12 
per cent), Great Britain (8 per cent 

It is well worth noting that the 
large part taken by Belgium in the 
imports into and the exports from 
the Belgian Congo is not due in the 
slightest degree to any preferential 
yr protection duties: in consequence 
of the international treaties govern- 


ing the Congo basin, the Congo is 
placed under a regimen of complete 
free trade, at least in the sense that 
import and export duties are exactly 
the same whatever may be the origin 
yw the destination of the goods. 

The economy of the Congo is thus 
well balanced, the value of the 
exports exceeding appreciably the 
value of the imports. It is also well 
balanced from another point of view. 
Whereas minerals were at one time 
the main export, for some years now 
the value of exported agricultural 
produce has been steadily increasing. 
In 1952 the tonnage of mineral 
produce exported amounted to 
504,290 metric tons, with a value of 
12,000 million francs (£85,714,000). 
‘The exported tonnage of agricultural 
produce was 543,348 metric tons, 
with a value of 7,751 million francs 
£55,304,000). 

At present one may say that the 
Congo is in a transitory period. It is 
no longer purely ‘a colony’; it is 
becoming more and more an organ- 
ised country that will, some day in 
the future, become progressively a 
nation. There exists no colour-bar 
whatever. 

Belgian rule, in the Congo, is 
‘paternal’ in every sense: firm, but 
human, and very sincerely concerned 
with a steady improvement of the 
material and moral conditions in 
which the natives live. 





WAS KEYNES RIGHT, AFTER ALL? 


THERE are many who consider that Keynes has been shown to have been greatly mistaken 


1¢ 


when in 1946 he wrote his oft-quoted statement to the effect that the United States was 
becoming a ‘high-living, high-cost country beyond any previous experience’ and added that 


these ‘ways of life’ would ‘tend towards and not away from external equilibrium’, But it 


stands to reason that differences in costs, etc. 


can only make themselves felt with their full 


force in relatively free markets and only when the money supply is no longer excessive, and 
it is because these basic conditions are coming ever nearer to being fulfilled that we may 


} 


now be approaching a point at which Keynes’ words will be found to have been truly 


prophetic. 


Dr. Per Jacobsson, Skandinaviska Banken Review, Stockholm, January 1954 
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European Eyes on Overseas States 


and Colonies 


BY JOHANNES SEMLER AND MUHLIs Err 


LHe knowledge is daily growing in 
Europe that the welfare, economic 
prosperity and social security of the 
European peoples will in the future 
depend to a great extent on how 
relations with the overseas states and 
territories associated with individual 
European countries develop. 

The importance of this question is 
made clear from the simple fact that 
the economic area comprising Europe 
and its associated overseas territories 
extends over 50 million square 
kilometres, i.e. more than a third of 
the inhabitable surface of the earth. 
g50 million people live in this area, 
only a quarter of them Europeans. 
In 1951 their trade amounted to 
two-thirds of the trade of the whole 
world. On the other hand, the 
eastern bloc with 750 million inhabi- 
tants covers about 35 million square 
kilometres. 

The American bloc only extends 
over 7 per cent of the inhabited sur- 
face of the earth and is hardly bigger 
than Australia. Its population is less 


than 10 per cent of the population of 


the world and corresponds roughly 
to that of the Schuman Plan coun- 
tries. Although the American bloc is 
the smallest in area and population, 
it has the highest economic efficiency. 

In spite of its geographical extent 
and the size of its population, the 
European economic area is in one 
respect subject to the two large, 
powertul blocs in the east and west. 
At present it lacks the unity which 


lends the two other large groups of 


powers their strength. If and how 


this area can be brought to economic 
unity depends not least on the in- 
vestment policy which the nations 
concerned pursue overseas. 


Financial Discipline 


Only a policy of financial discip- 
line will make possible the savings 
necessary for the overseas invest- 
ments required. If there is any pur- 
pose in the economic co-operation of 
the overseas countries with European 
countries, it lies in the extent to 
which it secures increased produc- 
tion and effective demand overseas. 
‘This in turn would guarantee Europe 
both the goods and the new markets 
which it needs. 

So far the capital invested overseas 
has been supplied by the United 
Kingdom, France, Belgium and the 
Netherlands. ‘hese countries are 
determined to pursue their efforts 
but cannot easily expand them. 
Some assistance might also be given 
by various international organisa- 
tions or by the United States. But the 
European countries which have no 
constitutional links with any overseas 
territories also have a contribution 
to make to the development of such 
territories, which raises the whole 
problem of European co-operation 
overseas. 

For many decades the European 
mother countries have each year 
invested large sums in developing the 
overseas territories subject to them. 
Since these countries can hardly be 
required to increase these payments 


From Rep vt on Investme nts, in The Economic Future of Europe pre limi I Ir} pape TS oJ 1954 
( onference of Ew pean Moi ement). London. Februar) 1954 
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and in view of the importance of this 
question for the development of the 
economy of the whole of Europe, it is 
now a matter of looking for solutions 
which can only be found in co-opera- 
tion between the countries con- 
cerned. 

Here it seems that the studies and 
examinations should be taken as a 
basis which have been drawn up in 
recent years by the various U.N. 
organisations and the European 
institutions on these complex prob- 
lems. From these the tollowine sec- 
tors appear the most important: 

a) Problems of cultivation are 
important for two reasons. On them 
depend both the yield of agricultural 
produce and the results of the cultiva- 
tion of vegetable raw materials. 

[hese quesuons also affect regions 
within Europe itself, e.g. Greece and 
‘Turkey; but in the first place they 
affect the overseas territories, and 
above all Africa, the Near East and 
Australia. 

Fighting Erosion 

Closely connected with this is the 
problem of fighting erosion, which has 
become one of the gravest dangers in 
many regions. This question in turn 
is closely linked with the problems ot 
maintaining forests, afforestation, lakes 
and rivers and irrigation. 

These problems extend beyond the 
actual frontiers of the different 
countries and territories. Lhey clearly 
demand co-operation. Without this 
a satisfactory solution is hardly con- 
ceivable. Successful solutions of these 
problems require long and _ costly 
studies, examinations and prepara- 
tions, which are predominantly 
scientific and technical. Here there 
is a fruitful field for the co-operation 
of those European countries which 
have no overseas responsibility. In 
this way they can make a valuable 
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contribution to the welfare of the 
common economy. 

(6) Vhe question of food will, in the 
future, become an increasing source 
of worry for the nations concerned. 
Unfortunately they are still very far 
from ensuring their peoples the basic 
toodstutls for good and all. . 

Besides the social aspect of this 
question there is, however, another 
very important reason aflecting the 
European balance of payments. It 
must not be forgotten that the efforts 
of individual nations in recent years 
have succeeded in making great 
progress towards consolidating nutri- 
tion in the regions subject to their 
sovereignty. Serious efforts are also 
being made, as is well known, among 
the countries to come to an agree- 
ment in the agricultural sector. But 
it should be clear to everyone that 
these efforts are condemned — to 
failure from the outset unless the 
overseas territories are also included 
in the field considered for the desired 
European agricultural union. 

Real results can only be achieved 
through agreements on trade policy 
and cultivation. But to arrive at a 
general increase of agricultural yield, 
upon the need tor which all are 
agreed, considerable investment of 
various kinds is necessary. 

(c) A demand generally made is 
that the production of raw materials in 
the area as a whole be increased. ‘his 
would place supplies for the indus- 
trial countries of Europe on a sound 
basis and at the same time help to 
close the dollar gap. 

In view of the fluctuations in prices 
on the world market which are 
always possible and the often very 
varied production costs, it would be 
exceedingly hazardous for the indi- 
vidual countries to undertake large 
investments with the aim of increas- 
ing the production of raw materials 
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without a vote among the interested 
nations. 

(d) ‘The problems of the 
industries do not now only concern 
Europe itself. Heavy industry is 
coming into being in various overseas 
countries and other 
regions the presence of considerable 
quantities of coal has been verified 
which, together with the deposits of 
ore available, will allow new centres 
of heavy industry to be built up in 
these regions. Projects for investment 
in this field therefore acquire an 
importance extending beyond 
Europe itself and thus call for com- 
mon European action. 

In the broad field of energy, the 
world today is faced with the prob- 
lem of developing and harnessing 
atomic energy. ‘Vo make use of this for 
peaceful purposes should be a task 


bast 


territories. In 


for the whole of Europe, to be shared 
by the overseas states and territories 
from the very beginning. 

The problems of settlemenis and the 
creation of centres of gravity in the over- 
seas territories are questions which 
affect all the nations. Questions of 
defence, trade, production, and last 
but not least, of migration 
arise. 

e) As regards health, the fighting o/ 
epide mic the 
vermin, the countries of Europe with 


here 


and extermination 


no overseas responsibilities can make 
important contributions to invest- 
ment. 

The same is true of the cultural 
development and civilisation of the 
populations of hitherto undeveloped 
areas, of teaching and training coloured 
people in European institutions and of 
the whole field of scientific research. 





SNAKE FARM PLANNED 





\ younG Nyasaland man has been in Salisbury to raise money for a puff-adder farm. He is 
Mr David Stegmann, who resigned from the Government veterinary services last Never 

to start his scheme. He said on January 5 that he has two acres at Fort Johnston and is 
building a house. He iniends to ‘herd’ 500 head of puff-adders. which should yield 100 
grammes of venom monthly. “Uhere is a good market for the venom’, said Mr Stegmann. 
‘IT have been in touch with the S \frican Institute of Medical Research, Johannes! 
which is prepared to take 100 grammes each month to be delivered by air. Each adder car 
be milked about twice a month, and with venom selling at 59s. a gramme, I should get a 
gross income of £3,000 a year.’ There should be no difficulty in getting puff- rs. said Mi 
Stegmann. ‘The \lomwe tribe in Nyasaland eat snakes and are prot ; atching then 


\fricans would be | 
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is difficult to iptivity. 
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supplied. He is hoping to import rattlers and moccasins fror 


snake farm with South African varieties. 
fish, which have a ready sale:in 


with good results. The fish 


aid a salary plus commission for each snake car 
3s. Od. There is a « in 
said Mr Stegmann. He is to build 
ill be kept until they can be collect 
enthusiasts in Southern Rhodesia whom he hoy 
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Oil and Payments Problem 


LPS PDS SD SSS SD SDS SD SSS SSNS S SOONG NSS SSG GS NG 
Oil is often one of the largest items in 
import trade. But, because of the nature 
' demand, imports of oil may be 
flected less than other imports by balance- 
of-payments difficultre ‘, 
OSS LP SD PPD PSP DD SD D SD SD SDS PD SD SD So SD SD So SD SD SD 
Post-war balance of payments prob- 
lems have already led to extensive 
adjustments and changes in respect 
of oil supplies. 

Che building of refineries in con- 
suming countries—notably Western 
Europe—largely reflects the need to 
effect. saving of foreign exchange 
through the importation of crude oil 
instead of the more highly valued 
refined products. In many countries 
these refineries enjoy duty protection, 
but the cost of this protection was 
more acceptable than the alternative 
of restraining the volume of oil im- 
ports, 

Another consequence of the pay- 
ments problem is the extensive search 
for oil now going on in almost every 


country in Europe and in many other 


areas where formerly the prospect of 


finding oil was regarded as_ poor. 
Even though very large and._ still 
‘rowing reserves, easily producible, 
exist in the Middle East, many 
millions are being spent each year in 
other parts of the world looking for 
oil. If found, much of this oil is 
likely to be in less prolific fields and 
more costly in terms of resources 
used in discovery and production, 
than exisung production in_ the 
Middle East, where considerable and 
uccessful exploration is also con- 
tinuing with higher potentialities 
than elsewhere. 

In some instances, where the pav- 
ments problem is of a short-term 


nature, adjustments for overcoming 
payments difficulties can be readily 
made. But the problems between the 
dollar and sterling area, between the 
highly developed and_ the lesser- 
developed countries, also between 
some other countries, are of a lone- 
term character, although many of 
the bilateral imbalances would be 
readily resolved in the context of 
expanding multilateral world trade. 


Fiscal Action Not Enough 


Lhe overall solution of the world’s 
trading problems calls for much 
more than the day-to-day applica- 
tion of corrective monetary, fiscal o1 
other mechanisms. Fundamentally, 
these problems arise from differences 
in the productivity of competing 
industries in the various countries. 
Where productivity is low, its level 
cannot be quickly raised, since this 
requires capital investment of the 
right kind. the learning of technical 
knowledge and_ skill, and. usually, 
drastic changes in customary wavs of 
working and livine. Where the level 
of productivity is already high, this 
fact itself tends to generate a con- 
tinuing improvement, 

Thus there are not only sharp 
limits to the level of balanced trading 
which can be done today, but the 
long-term task of bringing about a 
working equilibrium which will 
allow unrestricted trading tends, in 
some respects, to become even more 
intractable. And it is made no easier 
by the desire on the part of many 
countries to acquire a surplus in their 
international trading, which neces- 
sarily involves a corresponding deficit 
in that of others. 

In the lesser developed countries 


ce, London, February \Q5-4 


in 
it 
de 
m 


en 
ev 
de 
en 


OIL AND PAYMENTS PROBLEM 131 


capital formation is far below needs. 
Capital investment from the 
wealthier countries is invariably on a 
far smaller than potential 
borrowers need or could absorb. In 
some sorely in 
investment, foreign risk capital is 
discouraged, hindered, and 
prohibited, from participating in 
some forms of development 
times in 


scale 
countries 
even 


some- 
the development of oil 
resources. U.S. dollar economic aid 
is now diminishing, and military aid 
which will continue in various forms 
may not directly yield economically 
advantageous results in the long- 
term. The Technical Aid now given 
to many under the U.S. 
Pechnical Co-operation Programme, 
the United Nations and the Colombo 
Plan, through from 
colonial powers, is a_ potentially 
powerful factor for raising produc- 
tivity in the under-developed coun- 
tries. But followed by 
capital investment in the right kind 
of enterprises and on an adequate 
scale, the ultimate results must fall 
far short of what mieht otherwise be 
achieved. 


countries 


and assistance 


unless it is 


Largest Commodity 


Both in value and volume oil is the 
largest single commodity in inter- 
national trade. It is therefore sin- 
gularly susceptible to the influences 
set up by balance of payments prob- 
lems. 

But if it is more extensively affected 
in this way than any other industry, 
it is still hkely lesser 
degree than other affected trades. In 
most 


to suffer in a 


forms of transport, oil is a 


virtually irreplaceable form of 


energy. The economy of almost 


every country grows more and more 


dependent upon oil as a source of 


energy, even when oil supplies have 


to be impor ted, 


need of 


Contrasting with the dependence 
of economic growth during the roth, 
and earlier vears of the 2oth, 
upon proximity to coal 
prominence of oil has not of itself, 
except to some deeree in the U.S.A... 


century 


the rise to 


imposed any particular location o1 
re-locatuion of industry in general. 
Imported oil as a source of energ 
also has the advantage in a capital- 
short country that its availabilit 
usually demands little if any 
direct investment on the part of tl 


but 
1e 
importing country; only investment 
in oil-consuming equipment is called 
for. . 

The use of 
facilitated the economi 
areas having neither 
while the 
supremacy of the already industrially 
developed countries, notably that of 
the U.S.A.., also 
advanced. 


oil has therefore greatly 
growth of 
coal 


industrial 


new nor 


oil resources, 


has been further 

The maintenance of adequate oil 
imports is made the more imperative 
by the fact that oil 
sumption (2 non-durable 
and, except in comparatively small 
volume, a non-storable good. Thus 
a continuing flow of oil, with its all- 
pervading effects throughout the 
economy, is essential to every country 
if activity is to expand and flourish. 

For some countries, their growing 
dependence upon oil for economic 
development may not make their 
payments problem any easier, since 
some of the benefits derived from the 
of oil are unlikely to be fully 
reflected in a capacity to 
export. In the 
standard of living is already high, all 
petroleum products are regarded as 
essential for maintaining the stand- 
ard of living, even if current pro- 
ductivity does not, in the face of 
competition, justifv the maintenance 


of past standards. 


is both a con- 


sood 


use 
highet 


countries where 
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‘The Dollar’ sy ROY HARROD 


Ir is the particular merit of Mr 
Harrod’s book* that it combines pro- 
found scholarship) with a_ lucid 
exposition and that it traces the 
connection of historical develop- 
ments and old controversies with 
our present-day problems. His ap- 
proach is made clear by his remark 


that to understand the problems of 


the balance of payments of a cur- 
rency. one must understand the 
‘personality’ of this currency, which 


may be due to ihe characteristics of 


the nation concerned and also re- 
who had in the past a decisive in- 
fluence in shaping the currency. 

The book is divided into four 
chapters—Evolution of the Dollar; 
The Federal Reserve System; To- 
wards International Co-operation; 
The Dollar Gap. The first chapter 
deals with the origin of the dollar 
and its history in the nineteenth 
century. 

In the chapter on the ‘Federal 
Reserve System’, Mr Harrod shows 
the difference in the policies of the 
Bank of Eneland and the Federal 
Reserve in the ’twenties. The British 
had the need and means to correct 
an adverse external development 
auickly. The Federal Reserve had no 
1 and. therefore, regarded it 
as its duty to give primary attention 
to the maintenance of steady credit 
conditions in the United States. In 
dealing with the great depression, 
Mr Harrod is very restrained and 
doubtful whether the monetary 
weapon would have been strong 
enough to counteract the progressive 
* The Dollar, by Roy Harrod, Macmillan & Co. 

Ltd.. London, 9/6 


flects the personalities of great men 


Sue h nee 


deterioration. The devaluation of 


the dollar in 1933 seems in retrospect 
to have aided world recovery by 
raising the commodity value of gold. 
The Gold Reserve Act of 1934 laid 
down that the dollar was no longer 
convertible into gold for individuals, 
but only for monetary authorities. 
Thus ‘the United States was aban- 
doning the gold standard as that had 
always hitherto been understood’. 
The second half of the book 1s of 
direct topical interest. Against the 
domestic background of the dollar, 
described in the first two chapters, 
Mr Harrod treats its external aspects 
in the last two chapters. Dealing with 
the agreements designed to govern 
international policy in the post-war 
world, Mr Harrod reminds us that 
these grew out of the lend-lease 
arrangements. No material return 
was demanded, but the British were 
asked to subscribe to certain prin- 
ciples favoured by the Americans. 
Mr Harrod does not think it ‘a good 
idea to barter the subscription to a 
principle for a material considera- 
tion’. The principle was Mr Hull’s 
fight against trade restrictions 
‘reduction of tariffs’ and ‘elimination 
of all forms of discriminatory treat- 
ment. It did not appear to make 
sense to the British to be asked for a 
reduction of tanffs by the highly 
protectionist Americans. There 
would be no difficulty in getting 
British agreement to the elimination 
of discrimination as it had been 
developed by Germany; but it was 
understood that discrimination also 
covered Imperial Preference. ‘This 
implied ‘criticism, not of an enemy, 
but of an ally’. Anyhow, Imperial 


Wo 
tra 


Ini! 
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mall-order affair 
forbidding 


"Was a 


Preference 


compared with the 
American tarifl’. 
However, according to the doc- 
trine of the U.S. State Department, 
discrimination is of 
imperialism, an unmitigated evil. In 
stressing the economic value the 
unity of the British Commonwealth 
and Empire, Mr Harrod emphasises, 


an expression 


of 


however, that ‘this value does not 
and should not consist in diverting 
trade to any great degree from its 


natural channels’ 


Mr Harrod points out that from 


1946 to 1946 It Was reasonable to 
represent the llar gap | as mainly 
due to overspending and inflaudionary 
pressures , subject to exce ptions, the 
inflationary period came to an end 
in 1951. ‘Lhe dollar gap has been 
reduced in a satisfactory way, but 
partly by means of discriminatory 


CASE FOR HIGHER 


Americans argue that, since they allegedly 
have already sufficient gold in Fort Knox, to 
mark up the go id price would be merely a 


ay of giving ees re st of the world ‘aid’ ina 
new form. But we are all trying to get away 
trom the system of aid. Now trom the point 
of view of the rest of the world, the pur hase 


of more gold would not be ‘aid’ in the ordin- 
ary sense, since the new gold has to be pro 
duced by means of labour and_ other 


which the gold 
i; to the extent that 


resources; this is a service for 


produc ers have to be pal 


the proximate remitters of gold to the 
United States were the countries of Europe, 
they in turn would have to buy it from the 


produce rs by 


gold 
duced trom their 
own labour. Ne 
thing for nothing, as they do wit 


All the le, a rise in the 


1 
ol gold might be regarded as 


sending out goods pro- 
with their 
¥¢ etung somme- 


own tlactories 


would be 


one 
‘aid’ in the 
price 


Im a more 


—4 
t 


strict sens 


aid 


subtle sense, to the extent that the Americans 

would be offering to pay to get more of 

omething that the not really need. 
\bout this one point must be made. It 


would be rash to suggest that the balance of 


trade or the tlow of international investment 
might some day so alter its pattern as to 
! il the | nit «| States feel the need ola 
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restrictions on dollar purchases. Re- 
moval of inflationary pressure 
produced a large, but not a complete, 
cure. Experimenting with devalua- 
tion as a possible remedy for what 
remains of the dollar gap has been 
ruined by the devaluations of 1949 


has 


which Mr Harrod shows to have 
been ‘excessive and ill-timed’. He 
reiterates his well-argued plea for a 
rise in the U.S. gold price, failing 
which the imbalance could only be 
rectified by an increase in world 
exports to the United States or a 


diminution of world imports from it. 
Europe should make its 
convertible, if 
the 
against 
freedom of 
adjustments and tend to 


currencies 


necessarv even with 
aid of intensified discrimination 
dollar imports. A 


payments 


veneral 
WO id ease 
trace 


patter! . 


hilt 
towards a more balance 


! 
Short extracts from the | 


00k follow 


M.G. 
PRICE FOR GOLD 


central reserve more acutely. It may be that 
she will continue for a long time to have a 
surplus on capital and current account 


together, and to that extent be indifferer 


the size of her gold reserve. But 


there 1s one 


purpose of a reserve which must also be 


mentioned. It is a detence weapon. Unhap- 
pily, we cannot yet toresee the time in 
which we shall all be quite indifferent to 
defence potential. At $22 billion the U.S. 


must be regarded as miuser- 


with 


preparations that 


external reserve 
ably pea apiet it 
all th e other great d 


1S quite out of line 


efence 


she now has ‘under way. Americans may be 
deceived by the spe ial circumstances of the 
First and Second World Wars. in which the 
United States did not happen to be involved 
in the initial phase. Lhe pattern of events 


t 
would be totally different if she was involved 


from the outset. In an all-out effort she 
would not be willing to maintain a peace- 
time level of exports; she would have to 


continue to draw imports of materials from 


abroad: she would w ) Import certain 
commodities not perhaps strictly necessary: 
in her worst hour, Britain felt that an exces- 
. ; , ate , mena 
sive cut in the tobacco supply would be bad 
for morale; the Americans might feel the 
same about coffee; they might be under the 
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necessity of making large disbursements Revaluing approximately for the change 
abroad for the servicing of their fighting the purchasing power of the dollar since th 
forces. Britain, a comparatively small power, time when the money was spent, this may 


and 


waging war on a much smaller scale mean about $90 billion now. There is onls 
than would the United States in the circum- about $22 billion worth of gold in Fert 


stances envisaged, overspent externally some Knox. 
$50 billion in the Second World War. 


CONVERTIBILITY: EVROPE’S DILEMMA 


lsurope cannot make her currencies con- would appear to be toclamp down so drastic- 
vertible, so long as she does not balance her ally on dollar imports as to achieve a 
dollar account either by direct or multilateral bilateral balance, then to hope gradually to 


trade. She is never likely to earn enough build up a larger dollar earning from third- 


lollars by direct trade, and she is unlikely to party countries, and as and when that hap- 








earn enough on multilateral account cither pened, gradually to relax the discriminator, 
unless her own currencies are dollar con- restrictions hoping one day to be able to do 
vertible. This appears to be an impasse. But’) away with them altogether. 
there may be a way out of the difficulty. Some Americans regard discriminator 
Europe could make her currencies conver- restrictions and inconvertibilities as merel 
tible in the first instance, not by the healthy symptoms of the same evil. They are against 
i natural wav of earning more dollars both. but they do not condemn inconverti- 
laterally or multilaterally, but by intensi- — bility more an discrimination; probably 
{ her discriminatory restrictions so that their tendency is the other wav round, owing 
she was for the time being in equal bilateral to the deep State Department hostility to 


account. Britain could assist in this process discrimination with its long roots in histor 


by bringing home a certain quantity of hat have already been discussed. None the 


t 
dollars from the outer sterling area. It 1 


ess it may be that the right way to obtain 
urope could by stringent parsimony get for convertibility and non-discrimination in thy 
a time into bilateral balance with the dollar. long run is to aim at convertibility now at the 
she would be in a position to make her expense of an increase in discrimination. 
currencies dollar convertible and then have That may be the only way of escaping from 
a much better hope of earning dollars multi- a position which appears to be becoming a 
laterally. On this showing, the right policy stalemate. 





JAPAN REPLIES TO LANCASHIRE ON LOW-WAGE COMPETITION 


l HE Japanese cotton industry has replied to the complaint of Lancashire industrial leaders that 
low wages enabled Japan to compete unfairly in world markets. While admitting that wages 
were low—in some cases a cotton worker’s weekly pay is about £1—the Japanese contend 
that there is a big waste of labour in Japan because of outdated machinery which needs six 
men to do the work that one could do using modern equipment. The Ministry of Labour also 
contends that in cotton yarn production the Japanese worker is only 60 per cent as efficient 
as the British worker and 40 per cent as efficient as the American. 





Secondly, there is the high cost of materials. For Japan the shortage of sterling, lack of 
capital, and the av ailability of United States dollar credits diverts a good deal of raw cotton 
buying to America. If the recent trade and payments agreement with Britain had not been 
signed Japan would have been forced to cut her sterling purchases severely. 

In the textile industry as a whole—covering men and women, young and old, beginners and 
the trained—the average pay is about £9 6s. a month, compared with the average for all 
major industries of about £15 10s. 

\ccording to the Japanese Minister of Trade and Industry, Mr Aichi, Japanese exports 
to the sterling area during the financial year 1954 would total £:182,500,000, more than 90 
per cent of the £:198,214,000 agreed to at the Anglo- Japanese trade talks in London. Under 
imports already approved by Britain Japanese exports of cotton cloth to the sterling area 
would be 537,000.000 square yards, an increase of 180,000,000 square yards over the current 
Veal 


e expected to increase by about 50 per cent during 1954. 


Chemical fibre goods exports ! t ch 
Steel exports would increase during 1954 toa value of £29,285,000, compared with £ 17.857,000 
lor the current year. 


Reuter and British United Press, Tokyo, February 14, 1954 
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Asia’s Persistent Poverty 


WHY PLANNING 


Asta is the poorest of all the world’s 
continents. With about half the 
population of the world, she has only 
about one-twentieth of the world’s 
income. 

The reasons for the poverty of all 
the areas are in essence the same. 
There is terrible pressure of popula- 
tion on the land; the productivity 
of the land per acre is not increasing. 
Even where it can be made to in- 
crease, there is an element of in- 
stability due to the uncertainty of 
rainfall. 

Industrialisation in all these coun- 
tries has been too small to reduce the 
growing pressure upon the land. 
This is partly because with the low 
incomes, consumption is low. Be- 
cause consumption is low, markets 
are small; because markets are small, 
production is held back, and because 
production is held back, income is 
low. 

One of the tremendous paradoxes 
of these under-developed countries is 
that whereas the capitalist crisis in 
advanced countries tends to arise from 
high production without correspond- 
ing consumption, the Asian crisis is 
the perpetuation of low production 
with low consumption. With a 
plethora of wants, there is still a lack 
of incentives for production. 

This is sometimes expressed by 
saying there is a shortage of purchas- 
ing power. But this 1s a fairly stable 
position, notwithstanding great in- 


jections of currency which have pro- 
J 


duced inflation in almost every Asian 
country. And, therefore, the emphasis 
on money is misplaced. 

‘The emphasis could more properly 
be placed on real factors. The cost 


Fri m Easte rn Economist Annual. 


IS INESCAPABLE 


structure of industry in most Asian 
countries is out of line with the 
distribution of income in_ those 
countries. It is not enough that they 
should produce cheaply enough to 
sell in other continents. They have a 
domestic problem of so reducing 
prices that they can rapidly expand 
their markets within as well as 
without. This depends on the full 
exploitation of the principle of 
increasing returns which makes cost 
fall more steeply than selling prices 
as Output increases. Japan seems to 
have been the only Asian country 
which has mastered the technique 
of changing a static into a dynamic 
economy by its own efforts. 


No Capital Inflow 


Other countries in Asia _ have 
tended, largely because of the ab- 
sence of political independence, to 
follow the traditional belief that a 
poor country could not afford saving 
and needs to rely on foreign capital. 
After independence, for one reason 
or another, private foreign invest- 
ment has not been forthcoming. 

If the inflow of foreign capital had 
steeply increased after the war, there 
would perhaps not have been the 
same concern about finding a 
dynamic element to place in the 
centre of under-developed economies. 
It is clear, however, that the flow 
has not merely ceased in the old 
terms; it has turned back upon 
itself. 

In the following table, the net 
inflow or outflow of private capital 
in specified Asian countries shows 
that it is only in respect of Japan and 
Pakistan that in the four years 
New Delhi, December 25, 1953 
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Net INFLOW or OuTFLOW (—) OF PRIVATE CAPITAL (a 

Millions of Current Dollars 
Countr} 1948 1949 1950 195] Total 
Burma 2.5 2.9 5.4 
Ceylon b 0.6 6.1 b.1 8.0 19.6 
India ~49.3 57.6 17.0 6.1 130.0 
Indonesia. es 28.0 11.4 19.5 boa 58.9 
Japan 55.9 +- 16.8 + 36.4 + 17.3 
Pakistan (« t 0.5 2.5 0.1 7.6 + 10.5 
Philippines : , +-26.0 13.0 65.5 + 5.0 — 47.5 


a) Excluding amortisation. Figures converted from national currencies to U.S. dollar 
quivalent on the basis of conversion factors supplied by the International Monetary 
Fund. 


b) Relates to long-term capital only. 


c) Excluding transactions with India, Nepal and ‘Tibet. 


1948-51 there was a net inflow. 

It is true that this represents only 
the private sector and that significant 
srants have been made to many 
Asian countries under Aid or Assis- 
tance programmes which do not 
come under this head. Nevertheless, 
these figures are significant enough 
as showing that conditions have not 
obtained for a free flow of capital 
into Asian countries so that a much 
larger degree of self-help is required. 


Place of Planning 


This condition underlines the 
special place that planning has to fill 
in under-developed economies. These 
economies suffer from the vicious 
circle that their productivity is low 
partly because their capital is short 
and partly because their incomes are 
low. Because income is low, educa- 
tion is deficient, health is poor, 
capital formation negligent, and it 
follows that productivity is low and 
thus the vicious circle is complete. 

It is the main task of Asian Plan- 
ning to break this vicious circle at 
ome point. The point at which this 
circle is to be broken is now recog- 
nised to be not merely capital forma- 


tion but direct investment. In the old 
sequence the chain of development 
was a climate to saving, private 
capital formation and then invest- 
ment. In the special circumstances of 
today these countries cannot wait for 
voluntary capital formation and 
must invest directly; thereby induc- 
ing capital formation as a conse- 
quence rather than a preliminary to 
economic development. 

There are natural limits placed 
upon the operation of methods of 
this kind. The volume of direct 
investment which can be undertaken 
by governments by deficit financing 
must be limited by the capacity of 
people of a country to take an ele- 
ment of forced saving which its 
necessarily inflationary. In Japan 
this capacity is great. In India it 
would appear to be small. In China 
it probably stands betwixt and be- 
tween. But it is the common destiny 
of all these countries to be financing 
a rate of economic development 
which is beyond the voluntary 
capacity of a free economy. That is 
at once the purpose and the justifica- 
tion of planning in under-developed 
areas. 





Scotland’s Problems 


BY Dr. C. J. Roperrson (Edinburgh University 


Ir 1s well known that Scotland is a 
country of emigration but not always 
recognised how high it stands among 
other countries of the British Isles. 

Scotland’s loss of population by 
emigration | and 195! 
totalled 1,164 | 10,000 of mean 
population, compared with Northern 
Ireland’s 295, England and 


etiween IOO!I 


er 


} Wales’ 

516, and Eire’s 1,146. 
The Scottish rate of net loss in 
1921-1931 (80) was over three times 


that of Italy The 


Pls) per 10,000). 


serious repercussion on Scotland’s. 


industrial status is that, while up to 
World War I the emigration 
largely of agricultural and domestic 
workers, since then and including the 
ereat maximum of the to 
North America, the loss has been 
mainly of skilled and semi-skilled 
workers. 


Was 


; 
IQ20 8 


Industrial Problems 


Amongst the general characteris- 
tics of Scottish that have 
critical repercussions on the whole 
Scottish economy is the higher level 
of unemployment than in Great 
Britain as a whole. In the 
years Scotland at one | 
per cent 
unemployed. In 1952 


ind Stry 
1e 
yeriod had 25 


insured population 
Scottish un- 


of its 


employment ranged between 3 per 


cent and 33 against 
Britain’s 2 per The seasonal 
fluctuation is also greater in Scotland, 
especially at the peak in January or 
February. This may be related to the 
larger number of seasonal jobs, in 
part due to the more severe climate. 
It may be noted that the building 
and contracting industry suffered 


per cent, 


Cert. 


From Scotland: A Peripheral I 


nom 


interwar 


me T1) 
Rotterdam. Decemhbe) 


ay 
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especially severely in 1951 and 1952, 
unemployment ranging from 44 per 
cent to 12 per cent. The dispersed 
character of settlement over much of 
the may also have some 
effect in reducing labour mobility 
in periods of unemployment. 
Another factor noted as possibl 
accentuating unemployment in Scot- 
land the relatively smaller pro- 
portion of industry in which both 
sexes are employed. The medium 
light group of industries, so strongly 


country 


is 


developed in London and South- 
eastern England, is _ under-repre- 
sented in Scotland. Still more im- 


portant is the well-known relative 
weakness of Scotland in the develop- 
ing industries. C. E. V. has 
worked out a coefficient of vulner- 
ability to industrial fluctuation, tak- 
ing the percentage deviation 
employment in 1932 (the pre-war 
depression) from the 1927-1937 aver- 


age. 


Leser 


of 


Using these indices of sensitivity 
and weighing the averages for each 
region according to the employment 
in each industry, he estimated for 
1947 the vulnerability of manufac- 
turine industry in various regions, 
with Great Britain as 100, and ob- 
tained the following figures for the 
three regions most seriously liable to 
unemployment: 


Northern England . . 135 
Weems. «§ «= & « » Oe 
West-Central Scotland. 123 
There has been large capital 


expenditure by the State in recent 
years, partly stimulated by the more 
serious incidence of unemployment 
before and after World War IT. 
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Profits and professional earnings ... 
Wages, salaries, etc. 

Family Allowances 

Investment income... 


Gross income 





DIGEST 


Scotland as 


Perce ntages 


National insurance, superannuation, travelling 


allowances, etc. 


Net income ... 


In the private enterprise sector, 
however, there appears to be in- 
sufficient provision of capital for 
development, a supposition borne 
out by the lower depreciation allow- 
ances in Scotland. This, together 
with the probably larger proportion 
of small undertakings in Scotland, 
may account for the lower capital 
equipment per worker in Scotland. 
The lower value added (or net out- 
put) per person employed shown for 
many industries in Scotland as 
against Britain by the 1948 Census of 
Production is thus not surprising. 

The Commissioners of Inland 
Revenue took an Income Census for 
1949-1950, based on a ro per cent 
sample of taxpavers. This showed the 
proportions for Scotland and _ the 
United Kingdom for net income 
indicated in table above. 

A further calculation by the Com- 
missioners shows for 1951-1952 Scot- 
land with only g per cent of the total 
individuals in the United Kingdom 
receiving incomes above the tax 
exemption limit. The lower propor- 
tion of individuals in the higher in- 
come brackets may account for such 
phenomena as the low percentage 
(7.4) of automobile licences current 
in Scotland. We may contrast this 
with the universality of radio receiv- 
ing licences shown by a figure (10.4) 
identical with the percentage of 
population. More important reflec- 


of net income percentage 
Scotland OX. of U.K. 
13.6 10.8 10.8 
80.3 82.5 8.4 
0.9 0.7 11.4 
10.1 10.9 7.9 
104.9 104.9 8.6 
4.9 4.9 8.6 
100.0 100.0 8.6 


tions are the rates of overcrowding in 
some industrial areas—the housing 
shortage has severe repercussions on 
the much desired mobility of labour 
—and the relatively high incidence 
of tuberculosis, maternal and infant 
mortality in Scotland. 

Another aspect of the same prob- 
lem is seen in the figures for technical 
stratification of the male population 
of 15 years and over. The figures for 
Scotland show, as might be expected, 
a lower percentage in the administra- 
tive and executive class but also, and 
this is more significant industrially, 
a lower percentage of skilled workers 
than for England and Wales. 


Males 15 years and ove? 
Percentages 
Administrative and 


Scotland Eneland 
and | t ‘ales 


executive . . . . 16.2 18.3 
St 50.9 Vg | 
Semi-skilled . 2... 18.2 16.2 
Unskilled . 14.7 12.8 

100.0 100.0 


Source: Clydesdale and North of Scotland 
Bank. Annual Survey for 1952. 


Not only in skill but in mere num- 
bers Scotland is at a disadvantage in 
the lower proportion of the 29-59 
age-bracket, 54 per cent against 56 
per cent in Great Britain as a whole. 
Both the larger proportion of child- 
ren and the extent of emigration are 
factors in this. 





There’s Nothing Like Wool 


A BUOYANT AND OPTIMISTIC REPORT 
BY Sirk FRED HAIGH 


THE manufacture of woo! textiles is 
an art because the quality of the 
product and the efficiency of the 
production depend at each stage 
upon subjective assessments by those 
responsible, 

Metals or chemicals will react in a 
known way under given conditions, 
but wool always retains to a large 
extent the living qualities which it 
once had on the sheep’s back. It is 
because of this that those who are 
concerned with handling wool tex- 
tiles come to ‘know’ their raw mater- 
ial in some rather special way. It is 
probably also indirectly on account 


of this rather esoteric character of 


wool that the industry has come to 
be typified by the highly personal 
quality of relationships between 
producer and customer and between 
employer and emplovee. 

The advantages of being able to 
specialise in some one section of the 
production field have led to the 
present-day structure of the industry 
with its 1,500 individual production 
units. Of these more than 1,200 are 
of medium to small size, thus con- 


ferring upon the industry a degree of 


flexibility and elasticity which is 
essential in dealing with the infinite 
range of demand arising from the 
variety in its raw material com- 
bined with differences of fashions, 
seasons, climates, and prices. Even 
in the example of the largest 
organisations in the industry it 
usually remains true that the indi- 
vidual mill within such an organisa- 
tion has great autonomy and counts 
as the unit of operation. 


From Achievements and Problems of the Wool Textile Industry. F.BI. Re 


In October, 1953, the mills of the 
industry produced some 29 million 
lbs. of wool tops, 21 million Ibs. of 
worsted yarn and 39 million square 
yards of cloth. In the wool topmaking 
section, the level of production was 
only slightly less than the highest 
point since the end of the war and 
was 25 per cent higher than the 
monthly average for 1937, the best 
year of the 1930’s. In worsted spin- 
ning the rate of activity was also the 
best since the war and _ production 
was slightly greater than the 
monthly average for 1937. The rate 
of delivery of woven fabrics was not 
a post-war record but was high and 
formed part of a rising trend. 


Labour Fluctuations 


In order to complete the picture 
which the above statistics give it is 
necessary to set them against the 
background of the labour force with 
which these results have been 
achieved. In 1937 the industry had 
approximately 178,000 productive 
workers: from a wartime low point 
the labour force was built up again 
eradually, and largely by the indus- 
try’s own patient efforts, to a peak of 
171,000 productive workers in Jan- 
uary, 1951. In the 1951-52 recession 
it fell sharply by 30,000 to under 
141,000 in June, 1952. Since then 
and in the face of competition from 
other industries 26,000 employees 
have been recovered. 

While the worsted spinning sec- 
tion has actually just exceeded its 
highest personnel total since the 
war the other sections are still 
. London. January 


1954 
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sightly below their peaks. All of 
them, including the worsted spinning 
section, are finding themselves re- 
stricted by the labour supply and the 
woollen and worsted cloth manufac- 
turers in particular are hard pressed 
to keep their looms manned. 

The labour shortage is a con- 
tinuing problem and its repercus- 
sions are at present felt in every 


field of distribution. If the rate of 


which the labour force is being 
increased is maintained, however, it 
should not be many months before 
a less taut situation is restored. 

Of more concern, and likely over 
the next few vears to cause much 
anxiety among exporters unless it 
receives firm and positive attention 
from the Government, 1s the distor- 
tion of international trade caused by 
physical restrictions and export in- 
centives of various kinds. The par- 
ticular objection of the wool textile 
industry is less to reasonable tariffs, 
which it may be possible to sur- 
mount, than to quotas, which no 
amount of improved productive 
efficiency or quality can penetrate. 


Exports to North America 


The general export picture re- 


mains encouraging. In the first half 


of 1953, wool textile exports ranked 
fourth in value after vehicles, 
machinery, and iron and steel. In the 
period between the wars they varied 
between third and sixth. Over the 
past three years the value of the 
industry’s exports has averaged £146 


million, and of this an average of 


£33 million has gone to North 
America makine this the largest 
industry in dollar earnings after the 
vehicles group. 

An encouraging feature of the 
recovery from the recession of 195I- 
52 has been evidence of the buoyancy 
of the production of the industry 


despite difficulties of insufficient 
labour within the framework of the 
availability of raw materials. There 
is no doubt that, inside the mills, 
management has been sharpened by 
the continuing challenge of prob- 
lems of internal organisation which 
it has had to face and solve. The tight 
labour position continuing (with the 
exception of a temporary lull in 
1951-52) ever since the end of the 
war has resulted in a healthy vitality 
and a_ positive attitude towards 
developing and using to the maxi- 
mum advantage the present labour 
force and productive equipment. 
This attitude is reflected particularly 
in the activities of the industry’s 
central organisations undertaken on 
behalf of member firms. 

The Wool (& Allied) ‘Textile 
Employers’ Council has recently 
announced the establishment of a 
Work Study Centre for the wool 
textile industry. 

A central Recruitment, Education 
and ‘Training Department was es- 
tablished as long ago as 1945. 

Co-operative research is carried 
out by the Wool Industries Research 
Association (the second such associa- 
tion to be established in the country 
which, together with Leeds Univers- 
ity and the Technical Colleges, has 
the benefit of a statutory levy estab- 
lished by the Board of Trade on the 
initiative of the Wool Textile Dele- 
gation and increased at the request 
of that body. 

Recently, a welcome expansion 
has been that of the activities of the 
Research Association’s Technical 
Survey Section which is concerned 
with improving the liaison between 
the scientist and the manager and 
which has carried out useful research 
inside the mills on actual production 
processes. 

concluded on page 142) 


fi\ 
lO 





New Books Reviewed 





lvorld Popu ation and Production, liends and 
Outlook, by W. S. and E. S. Woytinsky, The 
Twentieth Century Fund, New York, $12. 
this is a breath-taking work. It runs to 
well over |, and carries more than 
five hundred statistical tables. It is to be 
| another 


ansportation and 


500 pages 


- 
LOlLOW¢ 


d some time this vear by 


government ind together the two repre- 
ent “an elfort to put between the covers of 
vo manageable volumes what amounts to a 


tatistical picture 4 the collective resources 


1] 
wel th ¢ vat ert 
as well as the CONOTIIE eric 


and 
nations ot the 


mance 





promise of the tull array o 


we yrid’, 


Print and production of the present volume 
ire beyond reproach. 

Chis stupen s enterprise represents the 
iile-wo1 ol the authors, who are man an 
Vie, eX les from Russia who had established 
1 first-class reputation for themselves as 

itisticians and economic encyclopaedists 
in. Germany with Die Welt in ahler 


wWwenty-eC1lgnl vears ago. 
fascination of its letter- 
sks for a place on the 


Since, despite tl 


yess, this work 


librarv shelves mainly as a book ot reterence, 





it is first necessary to ask whether 1t can be 
consulted ith confidence. The ar ri 
decidedly Yes, and on both counts. [he 
authors’ technical credentials ot the 
highest order; an n the streneth of a 
dozen random rel es to out-of-the-way 
matters) the ar rs are the o -be found 


and easy to find. 

The book talls into five Parts, thus: 
1) Man and His ent: (2) World 
and Resources; ) \griculture 
t) Energy and Mining: (5) Manufacturers 
It must sufl t the extent of 
detail by little further the 


Environn 


Veeds 


cope ol single Part 

Part | rent: (a) The 
Eartl World: (c) Migra- 
tion; (d hs, Marriages 


and Dis g) Future oft 


World hose 


sections 





b-sections., 


ia nex tical question concerns the 
ip-to-dater I tie It is. on the 
e of it, 1 ) le for statistics in a book 
if this | »b ry latest now avail- 
le. Fort they include the al 
| 0.B ! or handicap 1s 
fully compensat for by the circumstance 
that in evel mistance the source ol the 
fig re ! le; rhs tated, so that there will be 


no ditheult: 
matter under 
figures forward. 
We salute 
climbers of 


Im practice, in relation to any 


relerence, Im Carrying the 


this boo as we saluted 


Lverest. 

















International Associa wr Rese n Income 
WVealt} S Bowes, Cambridve 

37/0. 

Lhe first volu I covered the 
years 195//8, a the sec t ears 
1948/9. In the present volume 435 it are 
recorded, making a total with the other two 

umes not far short « OOO ressive 
evidence Ol t Oo! S « icentration ot 
expert interest in t Ss pal il De- 
cause SO nan I i y adare ¢ LO 
thie S bject, n t yrtD1 CT< re ¢ great 
value, not only ae | re CaS) 

n avoiding hice n of lab ihe con- 
tent of each item listed is presented in highly- 
skilful summary. 

Economics for our Limes, by Augustus H. Smith, 

VUcGraw-Hill Bi v ( } lh \ L OTA 

I London, 29/-. 

lhis is a second a Ist ol a 
book, first publ hed in 194 va uthor 
who was lormerly ( irman ol the Jepart- 
ment of Social Studies in the High School 
of Commerce, Springt [tis meant 
therefore for hig I é ind evi- 
dently it meets their ne Certainly it 


succeeds in getting down to tu 


beginner who really is meeting the subject 
for the first tin L he 3 the 
matter is down-to-earth, senter . are short. 
language is simple, the pictures are ubiqui- 
tous. Imagine the techniques « Dail; 
Viirror (London) applied t ook production, 
and here is the result. | leasing t 


any otnel ] Da ron cal 
tOlK 
should keep this book handy. 


young 


Glossary of Germ j nd Econom 
deri By ¢ 1, ¢ 2 and ( V1. Corner 
With af l lt. Vocke. English 
Unive es P i 9 2s. 6d 
ry } . } ¢ y “t ft ] 
AhiS glossal Ce 1i¢ | rport to replace 

existing dictionaries, t rather to help an 


English reader of German 
or financial papers 


economic reviews 
lies in the 
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collection of new terms in banking, toreign 
trade and financial legislation. Completeness 
is not aimed at and would, indeed, be 
difficult to achieve at a time when institu- 
tions and regulations change so quickly. 
Sometimes it is not quite clear why particu- 
lar terms are included or omitted and as in all 
such compilations, there are doubtful and 
even inaccurate translations. Still, the 
glossary is useful for the purposes for which 
it has been primarily designed. 


A Balanced Econviny, by L. 8. Amery. Hutchinso 
& Co., London, 12/6. 


It is not possible to quarrel with many of 


the facts here presenicd by a Guugnty pro- 
tagonist with characteristic torce. Lhe tree 
trade case that assumed that all governments 
would interfere as little as possible with trade 
is no longer valid. Phe U.S.A. can be used as 
a casebook of infant industries that have 
grown up under protection. he dollar gap 
s still with us and likely to remain a source 
of anxiety. Everyone admits the need for 
increased efficiency and production. It is 
agreed that we ought to make the best of our 
resources, € spec ially coal. Lhe burde n ot 
taxation is too heavy. 

The quarrel is likely to be with Mr 
Amery’s conclusions. With all their faults, 
I.M.F., the International Bank, GATT, and 
other international bodies do represent 


attempts at CO-operauion. Moreover, it is no 
longer possible to tell the rest of the Com- 
monwealth what forms of organisations to 
adopt. Our long-term interests may be the 
same, but considerable divergencies are 
likely to develop en route. 

Neither Mr Amery nor anybody else can 
put the clock back. ‘he increased Common- 
wealth Preterence pleaded tor in this book ts 
restrictive. and there is no risk of its being 
adopted. 


Lhe Econon § Of hesale Price Maintenance. by 

B.S. Famey. Pitman, London, 25/-. 

This survey of price maintenance is—o1 
SNOUL 1oin t ) erybody. Lhe 
author's views on the practice are like those 
of the preacher on sin: he is ‘agin’ them. 
Four chapters of clearly-reasoned argument 
deal with the relationship between manulac- 
turers and distributors, and the maintenancs 
or otherwise of price control. Chapter \ 
V deals with loss leaders, and Chapter V1 
discusses the contlict between the interests otf 
consumers and suppliers. ‘he author insists 
that the possible gain of increased economu 
stability is bought at too high a price in any 
circumstances, and especially now when 
maximum efficiency of production is a 
matter of economic life and death to Britain. 
His argument tor speedy legislative action 
would be extremely difficult to counter. 





THERE’S NOTHING LIKE 


There is a growing interest in the 
question of the relationship between 
man-made and natural fibres. The 
wool textile industry has for many 
years used man-made fibres along 
with its other raw materials and it 
takes the view that such fibres are 
complementary rather than com- 
petitive. 

Although, since the war, there has 
been a rather significant trend in 
export demand towards _all-wool 
cloths and away from blends of wool 
and other fibres, and although the 


WOOL (continued from page 140) 


worsted spinning section is only 
using currently some 4 per cent by 
weight of man-made fibres, the 
industry is psychologically attuned 
from its long experience with a wide 
variety of raw materials to the possi- 
bilities of using blends of different 
fibres to achieve desired results. In 
this matter the industry produces 
whatever fabrics there is a demand 
for—indeed it is so geared that it 
produces literally whatever the cus- 
tomer orders. 
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-——FOR REFERENCE 


Items in this Section are kept for one year at 
the offices of Economic Digest. They are 
available to members of the Economic Research 
Council and readers by arrangement. Please 
write, citing reference number of items given in 
brackets, to 18 South Street, London, W.1, 
or telephone GROsvenor 4581. 








Local Government Equalization Grant 
U.K.): \ searching and tully-documented 
attempt to interpret the term ‘equality of 
burden’ as it is used in relation to local 
yvovernment. [he ideas are revolutionary, 
but they have all the responsibility in concep- 
tion and skill in presentation that one would 
expect of the author—J]. H. Robinson, City 
lreasurer, Leeds. A first-class 
presented in the form ot an 
Local Government Finance, 
uary 1954. (467 


treatise 1S 
letter. 
London, Jan- 


open 


Estate Duties Anomalies (U.K.): 
Memorandum prepared tor the Chancellor's 
eview of Estate Duty Anomalies, particu- 
larly regarding Section 55 of the Finance 
Act, 1940, prepared and submitted by the 
Society of Incorporated Accountants and 
\uditors, Supplement to Accountancy, 
London, December 1953. (468 


Asia: ZIJndia in Asia, and India in 1953, 
Annual Number ot Eastern Economist, New 
Delhi, December 1953. An admirable, wide- 
ranging review of the quality foreshadowed 
by earlier ‘annual published by 
Eastern Economist. (469 


Survey 3 


The Basic Wage, 1907-53, by 
Hill, Australian Quarterly, 
Australian Institute ot Political Science, 
Sydney, December 1953. The story in out- 
line of the ups and downs of the basic-wage 
concept in Australia, which began with a 
judgement in the Commonwealth Court ol 
Conciliation and Arbitration torty-seven 
The president then ruled that a 
‘fair and reasonable’ wage must provide for 
‘the normal needs of an average employee, 
regarded as a human being living in a 
civilised community’. He put the figure at 
#2s. a week, which would support a tamily 
of ‘about five persons’ in frugal comfort. 
That simple beginning led to a basic mini- 
mum wage in Australia of £8 2 


Australia: 
Malcolm Rk. 


years ago. 


2s. in 1950 and 
of £10 los. in May 1952. (470 


Brazil: Foreign Trade and Capital Invest- 
ment. Supplement to Fortnightly Review, 
Bank of London and South America Ltd., 


$5 


London, January 25 54. lranslation of 


two documents whicli constitute the basis 


ot tuture loreign trade operations and govern 


in Brazil. (471 


investments Ol loreign capital 


Federal Europe: 
national pour 
miques de la Fédération 
Internazionale, Gsenoa, Vol 
Although the conference 
are here 


recoraed t yok 


1952. the aq 


September 
lectures and dis¢ 
this volume 


SsiOMs Was 





still valuable. 
aspect of the problem of European union ts 


{ 


covered in a volume of over 600 pages. (+ 


Finland: {| Sw yf the Population ou 
nland by Aarre lunkelo, Head ot Depart- 
ment, Central Staustical Othce, Helsink 


Bank of Finland Monthly Bulletin, Helsinki, 


December 1953. (473 


South and East Africa: 1 South and ka 
ifrican Business ( unentary, Standard Bank 
Review, January 1954, Standard Bank of 
South Africa Ltd. Lhe countries covered at 


\trica, South West Africa, 
Rhodesia, Northern Rhodesia, 

Portugese East Atrica, Kenya, 
Uganda, langanyika, Zanzibar. (+74 


Union of South 
Southern 
Nyasaland, 


Agricultural Controls and Subsidies: 
Controls and Subsidies on Agricultural Products 


and Requisites: (1) Pigs and Bacon, 1939-53; 


) 


2) Eggs, 1939-53, by H. Frankel, Supple- 
ment to The Farm Economist. Agricultural 
Economics Research Institute, Oxtord, 
Volume VII, No. 4, 1953. he first of six 


supplements to be 1954, 
designed to bring up to date much of the 
information published in The Agricultural 
Register between 1935 and 1939. Other 
subjects to be covered are meat 
stock, hill shee p and hill cattle 


publishe a in 


ind live- 
vheat and 


flour, sugar, potatoes and milk. Lhe six 
supplements may be had for 1Us. (or 2s. 
each 475 


Agriculiural 


Agricultural Economics: 
Output and Income: (1) National Output and 
Income .\Accounting N. Napolitan; (2 
Farm Incentive Income by J. R. Bellerby, 
he Farm Economist, gricultural Eco- 
nomics Research Institute, Oxford, Vol. VII, 
No. 5, 1953. (476 


Grain: Grain Exports by Source and Destina- 


tion, July 1952-June 1953, Food and Agri- 
cultural Organisation of United Nations, 
Rome, Nov 7 


, ; er 
ember 1990S. (4/4 
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LLOYDS BANK LIMITED 


FACTS ABOUT DIVIDENDS AND WAGES 


Lord Balfour of Burleigh’s Statement 


INCREASES BETWEEN 1938 AND 1952 
IN MILLIONS OF POUNDS 
1000 2000 3000 4000 5000 
wile i A . 


H 










DIVIDENDS 


WAGES AND SALARIES 


Vhe Annual General Meeting of continuance of a process that has been 
Lloyds Bank Limited was held on th going on since 1939, 
12th February, 1954 at the Head Office, Our present dividend of 14 per cent 
71 Lombard Street, London, F.C. nominal actually represents a smaller 
The Right Hon. Lord Balfour of money payment to al older hable to tax 
Burleigh, D.C.L.. D.L.. the Chairman, at the standard rate than the 12 per cent 
presided. dividend paid in 1938. In 1938 a holder 


ot 100 ‘A’ shares received f 12 less tax at 
is od.. 1.€., £8 lds. Today he receives 
£14 less tax at 9s., 1.c., £,7 14s. So he is 
down £1 even in money terms, and thi 
real purchasing power of his present 
; R dividend is only two-fifths that of the 

In moving the adoption of the Report 1938 dividend. The 
and Accounts the Chairman said: 


With the concurrence of the members 
present the Report and Accounts and 
the Statement by the Chairman, all of 
which had been previously circulated, 
were taken as read. 


vield on an invest- 
ment in our shares, with the 14 per cent 


‘As I notice a tendency in som dividend, at a price of 60s. is 4% per cent, 
quarters to make the small increase in or jn actual cash after deduction of ta 
dividends recommended by some bank at 9s. just over 24 per cent. 


boards, including our own, an excuse for 
still further pressing wage claims, I want Wage Inflation 


as an addendum to my statement alread: May I now put the relationship of 
in your hands to try to bring into proper wages and dividends in a wider setting? 
perspective the relative importance of What we are concerned with is the weight 
wages and dividends in relation § to of money as spending power is Causing 
inflationary pressure. inflation, and the facts can surely leave 
Vhe additional dividends declared tor no doubt that any contribution of higher 
1953 by the clearing and other bank dividends is quite negligible compared 
were considerably less than £1 million with that of wages and salaries. 
gross: to be precise £853,000, In. the [he amount of money received as 
calendar year 1953 wage increascs wages in 1952 was £5.460 millions, and 
amounted to £125 millions. And remem- in wages and salaries taken together 
ber that the present series of increases in £8,215 millions, compared with {£472 
bank dividends are the first changes sinc millions in ordinary dividends. ‘This 
drastic reductions ¢ more thar means that in 1952 dividends on all 
twenty years ago, whereas the f 125 ordinal hai ere something less than 
millions of wage increases are sim} ly the 50 per cent higher than in 1938; on the 
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‘Let's choose Exeeutors 
and talk of Wills...” 


So, according to Shakespeare, spoke King Richard II 
rather belatedly— when he felt his life to be in danger. ‘To-day, 
also, there are many people who leave the drawing up of then 
Wills until they are impressed with a sense of urgency; others 
handicap their dependants by not making a Will at all, or by 


leaving one which is not fully effective. 


To find amongst one’s personal friends the ideal Executor ts 
frequently no easy matter and, in any case, there is unfortun- 
ately no guarantee that such a friend, when found, will survive 
to complete his task. What is more, the duties and responsi- 
bilities involved are onerous, requiring much time and thought 
and also wide knowledge. Why then burden your friend or 
your wife or husband——when the expert services of the ‘Atlas’ 
can be secured at very moderate cost? Such an appointment 


will ensure not only that your Estate is administered with 


experience and invested with skill, but that it will be attended 


with continu 


fs rile 


ATLAS 


ASSURANCE 
COMPANY LIMITED 


92, CHEAPSIDE, LONDON, E.C.2 














